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SCOTCH AND IRISH BANKING. 


The present supplementary number of the Bankers’ Magazine 
has been prepared in order that the public, who are interested in 
the hin of Scotch and Irish Banking, may be enabled to 
obtain, in a convenient form, the leading facts and arguments 
adduced against any interference with the Currency in those 
countries. It is also intended to illustrate the principles on 
which banking is conducted in Scotland and Ireland; the advan- 
tages which have been derived from the system, and the re- 
strictions which interfere with the general diffusion of its benefits. 

The agitation at present existing in Scotland and Ireland, 
differs, in a very marked and striking manner, from that which 
accompanied the progress of the Bank of England Charter Act 
of last session. The public discussion of that measure was con- 
fined to the philosophical writers, who had for many years been 
advocating the regulation of the note circulation of the country, or 
what is known as “the Currency Principle” on the one hand ; 
and the practical bankers, who opposed all interference with the 
currency, and contended for a free trade in banking, on the other. 
Both parties were assisted by the writers on monetary affairs in 
the leading journals ; but with this exception the public may be 
said to have stood by as passive spectators. At the present time 
the case is very different ;—in Scotland, the entire commercial 

population have expressed their determination to do battle with 
the Premier, shed d he attempt to interfere with their present 
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currency ; and in Jreland the same feeling is beginning to show 
itself —Mr. O‘Connell, who had declared that he would not 
attend Parliament this session, having since made a proviso, 
that if Sir Robert Peel introduces any plan for altering the 
currency of Ireland, then he will attend in order to oppose the 
proposition. 

It is very evident from these circumstances that the people 
of Scotland and Ireland feel very greatly interested in the subject 
of their present currency ; and an additional proof is to be found 
in the very able treatises which have recently appeared on the 
subject, far exceeding in number those which appeared during 
the discussion of the Bank of England Charter in this country 
last year, and exhibiting a degree of earnestness and intensity of 
purpose very seldom to be met with in publications on questions 
connected with the currency. We have endeavoured in the 
following pages, to collect together the chief facts and arguments 
which may be regarded as the grounds on which this popular 
feeling rests, and by which it has been produced; and as an 
introduction, we purpose noticing briefly the present circum- 
stances of Scotch and Irish banking, and the alterations which we 
think will probably be effected therein during the ensuing session 
of Parliament. 

The chief cause of the strong feeling which has been mani- 
fested in Scotland and Ireland, in anticipation of the supposed 
intention of the Premier to abolish the small note currency in 
those countries, has been undoubtedly the great benefit which 
the people have derived from the establishment and operations 
of the ks. As regards Scotland, there can be no question, for 
for it is not disputed by any one, that her banks have been the 
chief cause and support of her prosperity during the last — 
and a half :—and with reference to Lreland, we have before ‘ 
and now repeat the assertion, that the establishment of Joint 
Stock Banks in the chief towns and throughout the country, has 
done more to develope her resources, and promote her advance- 
ment, than any other cause whatever. In England great advan- 
tages have been derived from the extension of the banking 
system, consequent on the introduction of the Joint Stock 

nks; but the benefits have not been so strongly felt as in 
Ireland, because the previously existing private banks had already 
afforded great accommodation and assistance to the public in this 
country. We cannot point out the beneficial results which have 
attended the operations of the Joint Stock Banks in Ireland, 
better than in the words of Mr. Murray, the chief inspector of 
the Provincial Bank of Ireland, who, in his evidence before the 
committee of the House of Commons in 1841, said :— 
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“‘The numerous branches of banks established of late have 
been highly beneficial to the general interest of Ireland. I think 
that Ireland has made more progress towards improvement 
within the last fifteen years than it ever made in any 100 years 
preceding. The money that is now distributed for the produce 
of the country and which gets into the hands of the small farmers, 
I conceive to be perfectly safe; to them, it is a convertible 
currency, payable on demand. Prior to 1825, the state of the 
law of Ireland did not admit of the establishment of banks con- 
sisting of more partners than six, and periodically, the whole of 
Ireland, with the exception of the town of Belfast, was visited 
by the failure of the banks, which swept the entire means of an 
immense population at once out of their hands, destroyed the 
capital of the productive class of the community, the lower class 
of it, and left them in misery. The state of affairs is now en- 
tirely different by reason of the produce of the country being 
paid for in a sound currency. The condition of the people is 
vastly improved within the fast fifteen years ; and with the per- 
mission of the Committee I will state a substantial instance of 
that improvement. In and previous to 1825 the crop of Ireland, 
especially that of the south and west, came to market with ex- 
treme rapidity after it was cut, and in very bad condition, being 
altogether thrashed out in the open fields, Stackyards were not 
to be seen or rarely so. The markets were filled to overflowing 
during the months of October, November, and December. In 
January and February these markets were comparatively thinly 
attended by the farmers, as the crop was nearly out of their 
hands. February a cargo of wheat or of oats could not 
usually have been collected out of the ordinary markets. The 
case is now very different. The markets are much less crowded 
with produce in October, November, and December, and con- 
tinue equally well supplied in January and February. In March 
and April field labour occupies the farmers, but in May, June, 
and July, the markets now continue to be well filled, where none 
appeared before, and the corn brought to them in good order,— 
thereby showing that the people are now in a condition to hold 
over property, which they were formerly, from necessity, com- 
pelled. rematurely to dispose of. Stackyards or farmyards, 
which formerly were not to be seen, now meet the eye more 
numerously each year, the stacks carefully thatched; and a con- 
siderable number of the farmers have » by which their 
corn, while in progress of being thrashed, is protected from the 
weather. These carry conviction to my mind, that this class of 
the population of Ireland has greatly improved in condition; 
inasmuch as they have now the property in their hands till. the 
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months of June and July, which, at a former period, they had 
disposed of in November and December of the preceding year. 
Their homes, their implements of husbandry, and their equip- 
ments, are all better; their apparel, at their places of worship on 
Sunday, particularly that of the females, greatly better. All 
these betoken improvement, and shew a happier condition of 
society. 

“The advantage which, in my opinion, farmers have derived 
by the establishment of a safe local currency under Joint Stock 
Banks, as compared with the previous state to which I have now 
alluded, is incalculable. If the advantage be estimated in this 
way, the magnitude of it will be best seen. Previously to 1825, 
failures of bankers were frequent, and in some instances their 
estates paid nothing. If the amounts proved on their respective 
estates were taken as a principal sum, and accumulated at com- 
pound interest to the present date, the amount would appear in- 
conceivable, and if so, what would have been at this day the value 
of that principal sum, had it been left from various dates even 
since the commencement of the present century in the hands of, 
and allowed to fructify with, the population of Ireland. It cannot 
be calculated, neither can the ratio of the advantage stated in the 
question be estimated ; it is incalculable.” 

Ireland and Scotland having both derived such great ad- 
vantages from the existing system of Joint Stock Banking acted on 
in those countries, the question naturally arises, “ Why should 
it be interfered with?’’? Some interference is intended, for the 
Minister has made a statement to that effect; but as he has 
wr avoided giving any intimation of the nature of the 
measure he intends to propose, those who are interested in the 
matter have been left to form their own conclusions upon it. 
Sir Robert Peel is well known to be strongly opposed to the 
circulation of small notes, and as these notes form the chief por- 
tion of the currency both of Scotland and Ireland, it is generally 
supposed that he will endeavour to assimilate the currency of 
these countries with that of England, by prohibiting the issue of 
notes for sums under £5, either at once, or after some specified 
‘date, to’ be determined by Parliament. This is the general 
opinion ; and at nearly all the public meetings which have been 
held to protest against any interference with the existing system 
of banking in Scotland, the resolutions have been confined to 
the subject of the small note currency. Most of the pamphlets 
on the subject of Scotch banking, which have recently appeared, 
have also taken the same view of the Premier’s threatened 
“interference ;” and very little attention has been paid to any 

~other probable alteration. 
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In the following pages we have collected a strong body of 
facts and arguments against the suppression of the small note 
circulation in Scotland and Ireland. The reasons urged so 
powerfully in the letters of Malachi Malagrowther ; the sum- 
mary of the evidence given before parliamentary committees 
against suppressing small notes in Ireland; and the facts stated 
in the papers which follow by “a Manager of an English Bank,” 
by “ Scotus,” and by “A Retired Merchant; as well as the 

mirable Resolutions of the various corporations, &c., in 
Scotland, taken altogether, present a stronger “case” than was 
— made out for the judgment of the Legislature. 

e feel sure that we need not do more than refer to these 
articles for information on the subject of the small note currency ; 
but we wish to call attention to another kind of interference 
which we are inclined to think is far more likely to be attempted 
than the suppression of the small notes. We allude to a “fixed 
issue.” We stated, two or three monthsago, our belief that this 
would be the form of interference that would be attempted; and 
we are still of the same opinion. Should this prove to be the 
case, we may usefully consider what would be the probable con- 
sequences in Scotland and Ireland. As far as the banking interests 
are concerned, we do not think that the recent restriction on the 
amount of country issues in England has been altogether unsatis- 
factory. ‘ Upon the whole (says Mr. Gilbart, writing under the 
signature of ‘ Nehemiah,’) in balancing our account with Sir 
* Robert Peel, we find that we owe him a debt of gratitude; this 

debt might have been enlarged, but still the amount is consi- 
derable ; our rights are acknowledged—our privileges are extended 
—our circulation is guaranteed—and we are saved from conflicts 
with reckless competitors. The principle of the currency, if 
erroneous, will affect us only in common with the rest of the com- 
munity.” Supposing the same principle to be acted upon for 
Scotland and Ireland, may we conclude from this that the banking 
interest in those countries would have as good reason to be satis- 
fied with the plan? Or are there a local causes peculiar to 
Ireland and Scotland, which would render the restriction injurious 
to the bankers and the commercial interests of the two countries. 
In Ireland, we think the restriction would be found a great impe- 
diment in the way of those improvements which are now proposed 
in the shape of railways, and the various useful schemes for im- 
proving the trade of the country that will follow on their com- 
pletion. The case is so far different from that of England, inas- 
much as Ireland has never yet reached an amount of circulation 
sufficient to maintain the trade of the country, if her capabilities 
were fairly a In Scotland, as well as in Ireland, any 
diminution of banking profits will of course be attended with an 
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extra expense to the public. The rate of interest on deposits 
will be reduced—discounts will be restricted—and banking charges 
will be higher. We hope that these circumstances will be duly 
considered before any resolution to restrict the issues in Scotland 
and Ireland is determined on. But we do not believe the restrie- 
tion will be warded off unless a strong case is made out against 
it ; for Sir Robert Peel will not willingly leave the power of un- 
limited issue in the hands of the Irish and Scotch bankers, after 
he has taken it from those in England. 

As respects the Bank of Ireland Charter, we feel sure that 
the legislature will so far modify the present privileges of the 
Bank, that Dublin, and the great towns within the circle of fifty 
miles around, will have extended to them some of the advantages 
of less restricted banking accommodation. We give, in another 
page, a full statement of the restrictions on the business of banking 
n Ireland, which are the most urgently complained of, and are 
felt to be the most troublesome and inconvenient. We need not, 
therefore, enter more fully on the subject here. The articles we 

blished in our last volume “on the present state of Banking 
in Ireland,” sufficiently indicate our own views on the subject ; 
and we shall be happy if such a plan is determined on by the 
Minister as will secure to the Bank of Ireland a proper recom- 
pense for any advantages she may be required to give up; while 


at the same time we hope that the interests of the country will 
not be lost sight of or neglected. 








REPLY TO THE REASONS ALLEGED FOR INTERFERING WITH 
THE IRISH AND SCOTCH CURRENCY. 


Tne following paper has been prepared as a reply to observa- 
tions which have appeared recently in some of the commercial 
journals, advocating the anticipated interference of Government 
with the present Note Circulation in Scotland and Ireland, and 
with the Currency of those countries generally. The writer has 
endeavoured to confine his remarks to the immediate subject 
under discussion, but many of the points noticed deserve a more 
lengthened investigation, and may be suggestive of stronger 
reasons against interference than any here mentioned, to those 
who view the subject dispassionately, and without reference to 
any favourite theory or predilection. 

What are the charges brought against the Scotch Banks to 
warrant their condemnation? or what the grounds which could 
compe justify the Legislature in taking away the privileges they 

ve enjoyed for a century and a half? So: far as I can gather 
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from the statements made, they may be summed up as follows :— 

1st.—Scotland has no metallic currency. 2nd.—-Her system is 
one of unrestricted paper issues, practically inconvertible into 
gold, and, in the last resort, depending upon England for bullion. 
3rd.—The trade of Scotland is one vast credit at the expense of 
England. And, lastly,—That it is unfair that Scotland should 
be free from restrictions to which England is liable. Another 
plea,—that because Parliament has sanctioned the principle of 
one Bank of Issue—at least, of a limited paper currency essen- 
tially based on the metallic principle, a because Sir Robert 
Peel. has gained strength and confidence, therefore the measure 
must be extended to Scotland, and there is no use in opposing 
it,—involves a non sequitur not worthy of further notice. 

Now, I might, for the sake of argument, admit every one of 
these propositions, and still ask triumphantly, what evil has 
accrued to either country from the state of matters thus as- 
sumed? but I will join issue on every point, and say—lst,— 
Scotland has better than a metullic currency. There is no 
abstract virtue in metal over any other commodity which com- 
mands the full value it represents; and Scotland has a currency 
which the entire people prefer to one of gold, because they know 
well, from life-long experience, from the tradition of their fathers, 
and from the history of their country for 150 years, that they 
can at all times, and under all circumstances, exchange it for its 
full value; and that, however much it is worn, there is never 
any deduction for light weight. In point of fact, however, the 
Scotch Banks do keep a reserve to meet their circulation; and 
that reserve, as will afterwards be shewn, is too ample for their 
wants. Mr. Alexander Blair, the principal officer in the Bank 
of Scotland, in his examination before the Parliamentary Com- 
mittee of 1841, being asked [See Report of 1841, Q. 1714,] 
“What proportion do the gold and Bank of England Notes 
which you hold bear to your circulation?” answers, “One- 
fourth.’ 

The position of the Scotch Banks will therefore stand thus :— 
Average circulation (which is nearly correct) £2,800,000 
Deduct one-fourth ; or, say for the whole 

Scotch Banks, (some of them holding 
less reserve than the Bank of Scotland,) 
one-fifth, held in gold and Bank of Eng- 
land Notes £560,000 
Exchequer Bills, held to meet the ex- 
changes in Edinburgh 
1,010,000 


Leaving, uncovered by reserves in the till, asum of 1,790,000 
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Brought over. . . . £1,790,000 
But, to meet this, they have a paid-up 
capital of ,. .. £12,000,000 
Less the reserve already stated, say 
procured by so much capital 


10,990,000 


£9,200,000 


Thus leaving a surplus of nine millions, two hundred thousand 
pounds, beyond the unprotected circulation, or more than five 
times its amount; and this surplus, at least to its full extent, is 
invested in Government stocks, and other English securities, 
immediately convertible. Now, compare this state of things 
with the position of the Bank of England under the New 
Charter Act, which is so much lauded, and the benefits of which, 


untested as they are, it is wished to thrust upon the people of 
Scotland. 


Capital of the Bank of England, all lent to Govern- 

ment, not, however, in any of the stocks, con- 

vertible or saleable at pleasure £14,553,000 
Notes allowed to be issued, without the vestige of a a 

metallic base 


Leaving a surplus of a little more than half a million to contrast 
with the nine millions and upwards of the Scotch Banks. 


Comparing these amounts respectively with the circulation 
to which they refer, it will be found that the ratio which the 
surplus capital bears to the circulation is, in the case of the 
Scotch Banks, as compared with the Bank of England, more 
than 83 to 1!!! In keeping the “rest” out of view in both 
cases, we make a large concession, inasmuch as it is, on good 
grounds, believed that the “rest” of the Scotch Banks is, in 
reference to their circulation, many times greater than that of 
the Bank of England similarly regarded. 

Secondly,—The system 1s not one of unrestricted paper 
issues, practically inconvertible. It is restricted, and in the best 
possible manner. The admirable system of exchanges among 
the Banks, which has so long prevailed, effectually prevents any 
— issue of paper not called for by the legitimate wants of 

is is placed beyond all doubt by the Tables of Circu- 
om published 3 in the Appendix to the Parliamentary Report 
of 1841, already referred to, pp. 310 and 311, and by Mr. Gilbart’s 
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evidence in the same Report, p. 88. One remarkable fact is 
also completely proved, viz., that an increase in the number of 
the Scotch Banks rather tends to decrease the circulation than 
otherwise.—|[ Evidence of W. Kennedy, 1841, p. 195.] 

It has been said, “that gold being payable only at the head 
branches of the Issuing Banks, if a man wants to change his 
one pound notes for sovereigns, he must either travel from the 
remotest corner of the country to Edinburgh, or wherever the 
head bank may be, or he must take a bill on London, at ten days 
sight.” This shews an entire ignorance of the practical working 
of the system in Scotland. It is true, the notes :re nominally 
not payable at the branches, but they are really so for every 
practical purpose. Indeed, if any actual case of hardship or 
inconvenience, arising from this cause, can be pointed out, I will 
give up the point. The present writer (though for more than 
ten years a practical banker in some of the largest manufacturing 
towns in England, as well as in districts purely agricultural) was 
formerly cashier and accountant in a branch of one of the Scotch 
Banks for many years, and he neyer knew or heard of a single 
case of the kind. Indeed, gold generally accumulated; and, as 
the country people would not have it, it was frequently con- 
sidered fortunate when an English traveller could be met with 
to take it, instead of a letter of credit on an English bank. 
Everybody is aware that Bank of England notes are only pay- 
able at the Branch of Issue, or in London; and although the 
officers at the Branch Banks, unlike the Scotch Bankers, strictly 
adhere to the rule, and refuse to cash any notes but those of 
their own branch, yet would not any man “ with two ideas in his 
head” laugh me to scorn, were I to assert that a man at New- 
castle-upon-Tyne, holding an Exeter Branch note, must travel 
to that city, or to London, before he could turn it into gold! 
and louder would be the laugh against me, were I to contend, 
that, on this ground, the Bank of England’s privilege of issue 
ought to be abolished! Verily, it is foolish as well as mis- 
chievous, to write up a theory, when one is ignorant of the facts 
practically bearing upon the question. ‘ 

Then, again, it has been said, “Suppose anything were to 
occur to occasion a demand for their deposits, and their circu- 
lation, in gold, how are they to meet it ?—By a recurrence to 
England, and to the London money market?” And why not? 
Scotland, finding no use for her sovereigns, lent them to Eng- 
land; but, should a time of need ever arise, she must not ask 
them back! oh, no! that would be shewing too much dependence 
upon England. In such a case, poor Scotland must not even 
sell her debt. Seriously, this sort of argument, which is re- 
iterated on all hands, is a pitiful attempt to throw dust in the 
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eyes of the public. Should a time arrive when the Scotch Banks 
are under the necessity of sellirig their securities in London, to 
meet their circulation in Scotland, the payment would be made, 
as a matter of course, in Bank of England notes, she having a 
ae of the circulation in London. These would be sent 
in for gold, but the Bank of England would have no right to 
complain, the operation being exclusively the effect of her own 
monopoly ; for, had other banks the privilege of issue within the 
sixty-five miles circle, they would be bound to provide for their 
own notes, and nobody would listen for a moment to any com- 
plaint from them on that score. 

What is the fact, however? No panic or run for gold has 
ever been felt in Scotland; and no call was ever made by the 
Scotch banks, on the Bank of England, to supply them with 
gold. On the contrary, large sums have frequently , Son sent up 
from Scotland, to supply its exhausted coffers.—[ Report of 1841, 
Blair and Kennedy, pp. 172, 179, 192.] 

Thirdly,—It is said that “the trade of Scotland is one vast 
credit at the expense of England.” This is not so. Indeed, if 
there is one feature which characterizes the Scotch system of 
Banking more than another, or places it in stronger contrast to 
the loose and defective practices of many English banks, it is 
the security principle, by which no advances are given, except on 
the basis of tangible and undoubted security. Moreover, the 
experience of the last ten years affords ample evidence, that it 
was the want of this principle of action in the English banks 
that mainly caused the misfortunes of so many of them; and all 
experience shews, that those banking establishments only which 
adhered to the Scotch principle in its integrity, have been pros- 
perous, and have conferred benefits on the localities in which 
they have been established. Again, instead of the system of 
credit being carried on at the expense of England, the contrary 
is the fact. The evidence above referred to shews clearly that 
the Scotch issues have no effect on the circulation of England, 
or on prices [See Report of 1841, pp. 174 and 201}, but, were 
the present system overthrown, and sovereigns substituted for 
notes, a large amount of Scotch capital, at present in beneficial 
employment in England, probably amounting to more than double 
the present circulation, would be permanently withdrawn ; for, 
should the proposed change take place, the causes which have 
hitherto confined the circulation to its lowest possible limit, 
would at once cease to operate, and at least double the present 
amount of circulating medium would be required in Scotland. 

Fourthly,—It is urged, “that it is unfair that Scotland should 
be free from restrictions to which England is liable.” Then the 
new law is a law of restrictions, and not of benefits, after all! 





ON IRISH AND SCOTCH CURRENCY. 389 


This reminds one forcibly of the fable of the fox, who, having 
lost his tail in the trap, endeavoured to persuade his comrades 
that tails had become unfashionable. But who placed these 
restrictions on the English banks? Certainly Scotland had no 
hand in it. On the contrary, in 1826, after one of those tre- 
mendous monetary convulsions to which England has long been 
periodically subject, but from which Scotland has been altogether 
free, the Legislature passed an act authorising the establishment 
of Joint Stock Banks in England; and Scotland would then 
gladly have transplanted into the soil of her more affluent sister 
a sound system of Banking, which at home had flourished in 
uninterrupted prosperity more than a century; but the offer was 
not honestly accepted by England. It is true a few shoots were 
engrafted into the rotten trunks of her old system, but the 
security fence was, in most cases, altogether neglected. As was 
to be expected, many of the abortions so produced soon crumbled 
into ruin, from the rottenness of the stem, and the rank weeds 
of monopoly which surrounded them; but, on this account, it is 
now news ont Ge that the parent tree, which still flourishes green 


in its native soil, yielding and distributing its happy fruits to all 
around, should be cut down, root and branch, in order that a 
mere speculative hothouse exotic, produced by the philosophers 
from the debris of former systems, but as yet untried by sun or 


wind, should be planted in its place. 

In dealing with the question, I have avoided mere speculative 
opinions, preferring rather the figures of authentic returns, and 
the facts of practical men, to the abstract deductions of theo- 
retical writers, on such a subject. In this way I have endea- 
voured to shew that Scotland has a currency, based on absolute 
security, which the people prefer to gold, because they can, at all 
times, and under all circumstances, exchange it for its full value ; 
—that the Scotch banks have in their till a vastly larger available 
reserve, to meet their circulation, than is possessed by the Bank 
of England under the new law, which it is wished to extend to 
Scotland ;—that the Scotch Currency system is not one of un- 
restricted paper issues, but, on the contrary, is restricted in the 
best possible manner, so that it can at no time increase beyond 
the legitimate wants of trade ;—that during the last 150 years, 
while the system has flourished in uninterrupted prosperity, no 
panic or run for gold has ever occurred ;—that the Scotch banks 
are not dependant upon England for gold, but, on the contrary, 
a large debt is always owing by England to them, much beyond 
the amount of their entire circulation ;—that the security prin- 
ciple, which is the leading feature of the Scotch banks, has been 
the main cause of their prosperity, whereas the neglect of that 
principle by the English banks, has involved many of them in 
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ruin ;—that the working of the Scotch system has no effect on 
the circulation of England, or on prices; but, were that system 
overthrown, and gold substituted for notes, at least double the 
amount of the present circulation would be required, and hence 
a large amount of Scotch capital, now beneficially employed in 
England, would be permanently withdrawn ;—that the panics 
and pressures which have so often visited England, and which, it 
is argued, have rendered restrictions upon fer currency neces- 
eee afford no reason why similar restrictions should be extended 
to Scotland, where no panics or pressures have ever occurred, 
and against whose Banking system no charge of practical evil 
has ever been substantiated. I have also pointed out the una- 
nimity which prevails amongst the entire people of Scotland on 
this (to them) vital question, because they know well what their 
country has gained by her Banking institutions, and what she 
would lose by their overthrow. In conclusion, let me beseech 
those who think that the threatened interference with the Cur- 
rency should be carried into effect, to pause before they thrust 
upon Scotland, against her will, and in the face of the evidence 
of every practical man who has been examined on the subject, 
a mere theoretical scheme of currency, untried even in England, 
to displace a system which has, for nearly 150 years, worked 
admirably for Scotland; which has done no harm, but good, to 
England ; and against which, as I have said before, no charge of 
practical evil has eyer yet been established. Let me warn those 
who would persist in the attempt, that the consequences may be 
disastrous! It may be too late to repent of inflicting this gra- 
tuitous injury upon their northern brethren, who are usually 
quiet, contented, and easily governed, when they shall have 
been converted into a murmuring, dissatisfied, and troublesome 
people. 
I am, sir, your most obedient servant, 

A MANAGER OF AN ENGLISH BANK. 

Cumberland. 








THE “RECKLESS SPECULATION ” FALLACY ANSWERED. 
To the Editor of the Bankers’ Magazine. 

Srr,—I received your circular of 23rd December, as to the 
proposed publication of a supplemental number of the Bankers’ 
Magazine, relative to the present system of currency in Scotland 
and in Ireland; and in which circular you invite suggestions 
from those interested in the subject. Having been engaged in 
banking for upwards of forty years, I have had considerable 
experience ; although it has been confined entirely to the country 
district, and on a limited scale. . 
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There are two points which do not ap to me to have met 
with that attention to which, I conceive, her-aaie entitled ; and 
as to which I beg leave to make a few remarks. The first is, the 
clamour which has often been against the system of paper money, 
on the ground that it gave great encouragement to reckless = 
lators ; and the parties who made such remarks appeared almost 
to consider, that every note which a banker contrived to get 
thrown into circulation, was just as much profit gained. Now 
what are the facts when a banker discounts a bill to a person of 
this description ? In nine cases out of ten, the notes issued are 
immediately paid away to some other banker, to pay other bills 
of the individual becoming due; so that in the great majority of 
such transactions, the notes are returned upon the issuer in a few 


days. 

But take the most favourable case, where the notes were em- 
ployed in paying work-people ; a large proportion of the money 
is immediately applied, by these work-people, in supplying their 
families with the necessary articles of food and clothing. ‘The notes 
get into the hands of the grocer, baker, &c., and are immediately 
lodged in their bank accounts, or paid away to some person to 
they may be indebted, and are in either way very soon returned 
upon the issuing bank. A small proportion of the money may 
not be spent by some of the more careful part of the work- 
people; but if not spent, it is lodged in the Savings’ Bank, or 
otherwise disposed of ; so that, under the most favourable circum- 
circumstances, a very small part indeed remains out in circulation 
for any length of time. It is therefore utterly absurd to imagine 
that for the very trifling advantage which can, under the most 
favourable circumstances, be derived from the issue of his notes, 
a banker would accommodate any person by discounting a bill; 
which he would not otherwise do, supposing he did not issue 
notes ;— indeed, I believe that at Manchester, where the greatest 
encouragement was given to rash speculations, (and which ended 
in the ruin of the banks,) those banks did not issue notes. 

The second point to which I refer, is the objections made on 
the ground of the want of security to the public. Now, it has 
always appeared to me that this objection might be obviated 
without any inconvenience to the banks. It is understood that the 
Scotch banks have, generally, nearly thirty millions of money in the 
government funds—besides which, many of them have large sums 
lent on mortgages and other property. Now, what difficulty 
would there be in lodging security in the hands of commissioners 
appointed by Parliament, for the full amount of their issues. 
Indeed, I think it would be of service to the banks, rather than 
otherwise, as in the event of any panic, the holders of their notes 
would be aware that they, at least, were perfectly secure, and 
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would not make a run on the bankers. I need not notice other 
matters connected with this subject, which have already been fully 
discussed by others much more able than I am to throw light 
upon it. I shall therefore conclude by stating, that if you con- 


‘ sider what I have stated worthy of attention, I may at a future 


period, perhaps, trouble you with some other observations. 
I remain, &c. 
Irvine, 15th January 1845. R. MONTGOMERIE. 








EFFECT OF A RESTRICTED CURRENCY IN IRELAND. 
To the Editor of the Bankers’ Magazine. 

Str,—It is plain to be seen by the proceedings in Parlia- 
ment, that the currencies of Scotland and Ireland are in some 
way to be dealt with by the Premier, according to the principles 
last year acted on in regard to the currency of England. 

To suppose any thing else, would be to suppose that Sir 
Robert Peel was willing to confess he had been mistaken in 
establishing the influr and efflux of gold to be the proper regu- 
lator of the circulating medium. It therefore now behoves all 
those who dissent from a principle which sets the wants of trade 
entirely aside (as having nothing to say to the matter), to bestir 
themselves in both kingdoms, now threatened with the adoption 
of this legislation, so clearly proved to be erroneous in “ The 
evils inseparabie from a mixed currency.” (Pelham Richardson, 
Cornhill.) It is true Sir Robert Peel-has been most fortunate 
in the state of things under which this new principle of his 
has been called into.action ; the injurious tendency of which has 
for so far lain dormant, under the influence of a revival of manu- 
facturing prosperity almost unprecedented. But a state pros- 
perity, we all know, will cover defects in many other things, as 
well as in the currency. It is in bad times; it is in a state of 
adversity where truth appears in its true colours; and then when 
a drain for gold is felt at the Bank of England, then it will be 
seen whether the premier’s principle is sound or otherwise ; but 
even as it is, we have yc indications sufficient to shew that 
his principle does not work well; for example, at this moment 
the Bank directors are inundated with specie; they are doing 
all in their power to get rid of it by lengthening their discounts 
and lowering their rate of interest, yet they cannot persuade the 
public to take their offers ;—nevertheless, burthened as they are 
with this unprofitable stock, they are obliged to buy more, from 
whosoever chooses to bring it to them,—and can that be a sound 
ase to act on, which leads to such an anomalous result. 

arliament might with much more colour of justice enact, that 
farmers and landlords should employ labourers they had no work 
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for, than force bankers to buy gold they were already overstocked 
with. Few people however, will trouble themselves much on 
account of the directors, who are well indemnified in other ways 
for any losses likely thus to arise ;—it is the opposite danger of 
gold going out that the public are most alive to; and to shew 
what results may be expected in Ireland whenever this takes 
place, which sooner or later must be the case, I beg attention to 
the manner in which the linen trade of Ireland, the great staple 
manufacture of that kingdom, is at present carried on. The 
poor female hand spinners of linen yarn being now completely 
deprived of their earnings from that source of employment, by the 
flax spinning mills, the manufacture of lmen now commences by 
the mill-spinner employing agents to buy up flax in the country 
markets ;—these agents are authorized to draw on their em- 
ployers at two or three months, which bills are discounted by 
the banks or their ts, who attend the different markets for 
that purpose ; and the flax purchased with the funds thus ob- 
tained is sent off with all possible expedition to the spinning- 
mills, where it is very soon converted into yarn, and sold to the 
manufacturers, and the bills obtained from them, being dis- 
counted, supply funds to the spinner to meet the payment of 
his own acceptances ; and thus the spinning trade may be carried 
on without any advance of capital whatever. Next we come to 
the manufacturer, who upon purchasing his supply of yarn imme- 
diately gives it out to the weaver to be woven, and by due dili- 
gence he has this done and the linen sold to the bleacher, whose 
bill he has ready to discount, and pay his own acceptances to the 
spinner, so that the manufacturer may also carry on his business 
without advance of capital as well as the spinner. The next 
party is the bleacher, and he also has his linen bleached and sold 
to the linen-draper, whose bill he has ready to meet hisown engage- 
ment, and thus the perfect article comes to be sold to the public 
without requiring the parties concerned, to be in advance a single 
farthing. 

I do not mean to say that the very respectable persons who 
carry on this trade, depend solely on credit to fulfil their engage- 
ments; on the contrary, many of them are very wealthy indi- 
viduals, but I do say, that a monetary panic would reduce the 
trade one half, or perhaps two-thirds ; and I do further say, that 
monetary panics must continue from time to time to take place 
under the present — laws, and that the discontinuance of 
twenty shilling notes in Ireland, will in itself so materially reduce 


the facility of procuring discount, as to occasion a great number 
of operatives to be thrown out of employ, or else a great reduction 
in the wages the weavers are now earning; and when it is con- 
sidered that the manufacturers are at present employing from 
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500 to 1000 weavers each, the amount of distress likely to be 
occasioned by such a measure may be imagined, even if the 
American panic had not, but lately, too plainly shewn it. Is it 
then too much to hope that members of parliament, particularly 
Scotch and Irish members, will pause before they subject the 
labouring population of their respective countries to the risk of 
such a dangerous experiment. All I ask is, that they should 
await but a very few years to see the effects which wil arise in 
England from the adoption of the principle now acted on, which 
appears to me, to have been undeniably proved to be erroneous 
by Mr’ Blacker in the pamphlet above alluded to. No injury 
is at present arising from the delay, and therefore to meddle wi 
the existing state of things, is absolutely doing injury without an 
olject.—It is true Sir Robert Peel’s supporters say, that no 
injury would arise from a panic if money was made dearer in the 
the commencement. The Times, 1 think, lately stated that by 
a smooth form of words, the most revolting facts might be so 
disguised as to escape notice, and as an instance, referred to the 
“ guardians of the poor” by which any one would suppose pro- 
tectors to be meant, but which they very forcibly controvert. 
In like manner “ making money dearer” seems a very simple 
and harmles operation, and appears to excite apprehension in no 
one ; nevertheless, under this smooth term of expression is con- 
cealed—misery, starvation, rags, wretchedness, and want of pro- 
fitable employment to thousands upon thousands of our indus- 
trious fellow creatures, with their wives and families. I trust 
you will give this a place in your useful Magazine, and that it 
may attract the attention of those who have power to guard the 
public from the danger apprehended. 
A RETIRED MERCHANT. 

[The above letter points out, we think very forcibly, some of 
the evils almost certain to affect a large branch of the trade of 
Ireland from any restriction of the amount of currency ;—either 
by the abolition of the Twenty-shilling notes, or by a restriction 
on the Banks’ Issue. The letter is written by a gentleman hold-- 
ing an important and influential appointment in Ireland, and 
who is qualified to give a sound opinion, as well from his previous 
pursuits, as his present position. We are sorry that we have 
not received more communications relative to Ireland, for we are 
sure that that country must be the first to suffer from any in- 
jurious interference with the National Currency. One particular 
fact, such as that referred to by our correspondent with reference 
to the Linen Trade, is worth a dozen theoretical speculations, 
and we shall be happy to receive a few more such practical 
arguments.—Ed. B. M] 
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THE 
Letters of Malacht Malagrowther, Esq. 


ON THE PROPOSED CHANGE OF CURRENCY IN 
SCOTLAND. 


He set a bugle to his mouth, 
And blew a blast sae shrill, 

The trees in Greenwood shook thereat, 
Sae loud rang i ill. 


The Letters of Malachi Malagrowther, written in opposition to the attempt 
to suppress the small note circulation in Scotland, in 1825-6, now form a 
part of the “Classics of Banking ;” and are justly regarded us a most able 
exposition of the reasons why such a measure should not be forced upon the 
Country. They were written by Sir Walter Scott, and originally appeared in 
the columns of the “ Edinburgh Weekly Journal.” The writer assumed to be 
the lineal descendant of Sir Mungo M: wther, who makes a figure in the 
Fortunes of Nigel ; and the letters partake of all that vigour of language and 
style, united with close reasoning and happy illustration, which characterized 
their distinguished author. At the time of their appearance they created as 
t a sensation in Scotland, as the famed “ Draper Letters ” by Dean Swift 
ad produced formerly in the sister Country. ‘They set the Heather in a 
blaze,””—and to them may be mainly attributed the energetic and firm resist- 
ance excited against the proposed alteration in the Currency, and the subse- 
quent defeat of the proposition. What they did then, we think they are 
capable of doing now. The reasons which rendered the proposed interference 
injudicious at ithe time they were written, have since increased in strength and 
number ; and there is not one argument adduced by Sir Walter Scott against 
the suppression of the small note Currency, which has not acquired additional 
force since the period when he wrote. 
As able illustrations therefore of the facts contained in the precedi 
pepers, we present the following extracts from the “ Malagrowther Letters.’ 
e have arranged them under separate titles, referring to the points discussed ; 
but have otherwise left the matter exactly as it was origi written. The 
few references to =— dates will be readily understood without requiring 
any explanatory Notes. 





LETTER I. 
Advantages of the Small Note Currency. 


“T am not about to enter upon the question that so much agitates specula- 
tive writers upon the wealth of nations, or attempt to discuss what proportion 
of the precious metals ought to be detained within a country ; what are the 
best means of keeping it there; or to what extent the want of specie can 
be supplied by paper credit : I will not ask if a poor man can be made a rich 
one, com tine him to buy a service of plate, instead of the delf ware 
which served his turn. These are questions I am not adequate to solve. But 
I beg leave to consider the question in a practical point of view, and to refer 
myself entirely to experience. ’ 

“T come then to this business of extending the provisions of the Bill pro- 
hibiting the issue of notes under £5 to Scotland, in six months after the period 
that the regulation shall be adopted in England. 


2 
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“T assume, without much hazard of contradiction, that Banks have existed 
in Scotland for near one hundred and twenty years—that they have flourished, 
and the country has flourished with them, and that during the last fifty years 
particularly, provincial Banks, or branches of the principal established and 
chartered Banks, have gradually extended themselves in almost every Lowland 
district in Scotland ; that the notes, and especially the small notes, which they 
distribute, entirely supply the demand for a medium of currency ; and that the 
system has so completely expelled gold from the country of Scotland, that you 
never by any chance espy a guinea there, unless in the purse of an accidental 
stranger, or in the coffers of these Banks themselves. This is granting the 
facts of the case as broadly as can be asked. 

“It is not less unquestionable, that the consequence of this Banking 
system, as conducted in Scotland, has been attended with the greatest advan- 
tage to the country. The facility which it has afforded to the dustrious and 
enterprising agriculturist or manufacturer, as well as to the trustees of the 
public, in executing national works, has converted Scotland, from a poor, 
miserable, and barren country, into one, where, if Nature has done less, Art 
and Industry have done more, than in perhaps any country in Europe, England 
herself not excepted. Through means of the credit which this system has 
afforded, roads have been made, bridges built, and canals dug, opening up to 
reciprocal communication the most sequestered districts of the country—manu- 
factures have been established, unequalled in extent or success—wastes have 
been converted into productive farms—the productions of the earth for 
human use have been multiplied twenty-fold, while the wealth of the rich, and 
the comforts of the poor, have been extended in the same proportion. And 
all this in a country where the rigour of the climate, and sterility of the soil, 
seem united to set improvement at defiance. Let those who remember Scotland 
forty years since, bear witness if I speak truth or falsehood. 

* There is no doubt that this change has been produced by the facilities of 
ae credit, which the Scottish Banks held forth, both by discounting 

ills, and by granting cash-accounts. Every undertaking of consequence, 
whether by the public or by individuals, has been carried on by such means ; 
at least exceptions are extremely rare. 

“There is as little doubt that the Banks could not have furnished these 
necessary funds of cash, without enjoying the reciprocal advantage of their 
own notes being circulated in consequence, and by means of the accommo- 
dation thus afforded. It is not to be expected that every undertaking which 
the system enabled speculators or adventurers to commence, should be well- 
judged, attentively carried on, or successful in issue. Imprudence in some 
cases, misfortune in others, have had their usual quantity of victims. But in 
Scotland, as elsewhere, it has happened in many instances that improvements, 
which turned out ruinous to those who undertook them, have, notwithstanding, 
themselves ultimately produced the most beneficial advantages to the country, 
which derived in such instances an addition to its general prosperity, even 
from the undertakings which have proved destructive to the private fortunes of 
the projectors. 

‘Not only did the Banks dispersed throughout Scotland afford the means 
of bringing the country to an unexpected and almost marvellous degree of 
prosperity, but in no considerable instance, save one, have their own over- 
ager undertakings been the means of interrupting that prosperity. 

he solitary —— was the undertaking called the Ayr Bank, rashly 
entered into by a large body of country gentleman and others, unacquainted 
with commercial affairs, and who had moreover the misfortune not only to set 
out on false principles, but to get false rogues for their principal agents and 
managers. The fall of this Bank brought much calamity on the country; but 


twa things are remarkable in its history: First, that under its too prodigal, 
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yet beneficial influence, a fine county (that of Ayr) was converted from a desert 
into a fertile land. 2ndly, That, though at a distant interval, the Ayr Bank 
109 all its engagements, and the loss only fell on the original stockholders. 

he warning was, however, a terrible one, and has been so well attended to in 
Scotland, that very few attempts seem to have been afterwards made to estab- 
lish Banks prematurely—that is, where the particular district was not in such 
an oleaneel state as to require the support of additional credit; for in every 
such case, it was judiciously foreseen, the forcing a capital on the district could 
= lead to wild speculation, instead of supporting solid an@ promising under- 

ings. 

The character and condition of the persons pursuing -he profession 
ought to be noticed, however slightly. The Bankers of Scotland have been, 
generally speaking, good men, in the mercantile phrase, showing, by the 
wealth of which they have died possessed, that their credit was sound; and 
good men also, many of them eminently so, in the more extensive and better 
sense of the word, manifesting, by the excellence of their character, the fair- 
ness of the means by which their riches were acquired. There may have been, 
among so numerous a body, men of a different character, fishers in troubled 
waters, capitalists who sought gain, not by the encouragement of fair trade and 
honest industry, but by dates temporary fuel to rashness or avarice. But 
the number of upright traders in the profession has narrowed the means of 
mischief, which such Christian Shylocks would otherwise have possessed. 
There was loss, there was discredit, in having recourse to such characters, when 
honest wants could be fairly supplied by upright men, and on liberal terms. 
Such reptiles have been pe Po | in Scotland to batten upon their proper 
prey of folly, and feast, like worms, on the corruption in which they are bred. 

“ Since the period of the Ayr Bank, now near half a century, I recollect very 
few instances of Banking Companies issuing notes which have become insol- 
vent. One, about thirty years since, was the Merchant Bank of Stirling, 
which never was in high credit, having been known, almost at the time of its 
commencement, by the ominous nick-name of Black in the West. Another 
was within these ten years, the East Lothian Banking Company, whose affairs 
had been very ill conducted by a villainous manager. In both cases, the notes 
were paid up in full. In the latter case they were taken up by one of the 
most respectable houses in Edinburgh; so that all the current engagements 
were paid without the least check to the circulation of their notes, or incon- 
venience to poor or rich, who happened to have them in possession. The 
Union Bank of Falkirk also became insolvent within these fifteen years, but 
paid up its engagements without much loss to the creditors. Other cases 
there may have occurred not coming within my recollection ; but I think none 
which made any great sensation, or could at all affect the general confidence 
of the country in the stability of the system. None of these bankruptcies 
excited much attention, or, as we have seen, caused any considerable loss. 

“In the present unhappy commercial distress, I have always heard and 
understood, chat the Scottish Banks have done all in their power to alleviate 
the evils which came thickening on the country ; and far from acting illiberally, 
that they have come forward to support the tottering credit of the commercial 
world, with a frankness which augured the most perfect confidence in their 
own resources. We have heard of only one provincial Bank being even for a 
moment in the predicament of suspicion; and of that copartnery the funds 
and credit were so well understood, that their correspondents in Edinburgh, 
as in the case of the East Lothian Bank formerly mentioned, at once guaran- 
teed the payment of their notes, and saved the public even from momentary 
agitation, and individuals from the er pecs | of distress. I ask, what must 
be the stability of a system of credit, of which such an universal earthquake 


could not displace or shake even the slightest individual portion ? 
2K 2 
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“Thus stands the case in Scotland; and it is clear, any restrictive enact- 
ment affecting the Banking system, or their mode of issuing notes, must be 
adopted in consequence of evils, operating elsewhere perhaps, but certainly 
unknown in this country. 

“In England, unfortunately, things have been very different, and the 
insolvency of many provincial Banking Companies, of the most established 
reputation for stability, has greatly distressed the country, and alarmed London 
itself, from the necessary re-action of their misfortunes upon their corres- 
pondents in the capital. 

“T do not think, sir, that the advocate of Scotland is called upon to go 
farther, in order to plead an exemption from any experiment which England 
may think proper to try to cure her own malady, than to say such malad 
does not exist in her jurisdiction. It is surely enough to pas “© We are well, 
our pulse and complexion prove it—let those who are sick take physic.” But 
the opinion of the English Ministers is widely different ; for, granting our 
premises, they deny our conclusion. 

“ The peculiar humour of a friend, whom I lost some years ago, is the only 
one I recollect which jumps precisely with the reasoning of the Chancellor of 
the Exchequer. My friend was an old Scottish laird, a bachelor and a 
humourist—wealthy, convivial, and hospitable, and of course having always 
plenty of company about him. He had a regular custom of swallowing every 
night in the = | one of Dr. Anderson’s pills, for which reasons may be readily 
imagined. But it is not so easy to account for his insisting on every one of 
his guests taking the same medicine ; and whether it was by way of patronizing 
the medicine, which is in some sense a national receipt, or whether the mis- 
chievous old wag amused himself with anticipating the scenes of delicate 
embarrassment, which the dispensation sometimes produced in the course of 
the night, I really cannot even guess. What is equally strange, he pressed 
this request with a sort of eloquence, which succeeded with every guest. No 
man escaped, though there were few who did not make resistance. fis powers 
of persuasion would have been invaluable to a minister of state. “ What! not 
one Leetle Anderson, to oblige your friend, your host, your entertainer! He 
had taken one himself—he would take another, if you pleased—Surely what 
was good for his complaints must of course be beneficial to yours?” It was 
im vain you pleaded your being perfectly well,—your detesting the medicine,— 
your being certain it would not agree with you; none of the apologies were 
received as valid. You might be warm, pathetic or sulky, fretful or patient, 
grave or serious in testifying your repugnance, but you were equally a doomed 
man ; escape was impossible. Your host was in his turn eloquent,—authori- 
tative,—facetious,—argumentative,—precatory,—pathetic, above all pertina- 
cious. No guest was known to escape the tle Anderson. e last 
time I experienced the laird’s hospitality, there were present at the evening 
meal the following catalogue of guests: A Bond-street Dandy, of the most 
brilliant water, drawn thither by the temptation of grouse-shooting—a writer 
from the neighbouring borough, (the laird’s Doer, I believe,}—two country 
lairds, men of reserved and stiff habits—three sheep-farmers, as stiff-necked 
and stubborn as their own halter’d rams—and I, Malachi Malagrowther, not 
facile, or obvious to persuasion. There was also the Esculapius of the vicinity— 
one who gave, but elsewhere was never known to fake medicine. All suc- 
cumbed ; each took, after various degrees of resistance, according to his pecu- 
liar fashion, his own Leetle Anderson. The Doer took a brace. On the event 
I am silent. None had reason to congratulate himself on his complaisance. 
The laird has slept with his ancestors for some years, remembered sometimes 
with a smile on account of his humourous eccentricities, always with a sigh when 
his surviving friends and neighbours reflect on his kindhiness and genuine 
beneficence. I have only to add, that I hope he has not bequeathed to the 
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Chancellor of the Exchequer, otherwise so highly gifted, his invincible powers 
of persuading folks to take medicine, which their constitutions do not require. 

“ Have I argued wy case too high in supposing that the present legislative 
enactment is as inapplicable to Scotland, as a pair of elaborate knee-buckles 
would be to the dress of a kilted Highlander? I think not. 

“T understand Lord Liverpool and the Chancellor of the Exchequer dis- 
tinctly to have admitted the fact, that no distress whatever had origmated in 
Scotland from the present issuing of small notes of the Bankers established 
there, whether provincial in the strict sense, or sent abroad by branches of the 
larger establishments settled in the metropolis. No proof can be desired better 
than the admission of the adversary. 

“* Nevertheless, we have been positively informed by the newspapers, that 
Ministers see no reason why any law adopted on this subject should not be 
imperative over all his Majesty’s dominions, including Scotland, for uni- 
formity’s sake. In my opinion, they might as well make a law that the 
Scotsman, for uniformity’s sake, should not eat oatmeal, because it is found 
to give Englishmen the heart-burn. If an ordinance prohibiting the oat-cake, 
can be accompanied with a regulation capable of being enforced, that in future, 
for uniformity’s sake, our moors and oe oo shall henceforth bear the purest 
wheat, I for one have no objection to the regulation. But till Ben-Nevis be 
level with Norfolkshire, though the natural wants of the two nations may be 
the same, the extent of these wants, natural or commercial, and the mode of 
supplying them, must be widely different, let the rule of uniformity be as 
absolute as it will. The nation which cannot raise wheat, must be allowed to 
eat oat-bread ; the nation which is too poor to retain a circulating medium of 
the precious metals, must be permitted to supply its place with paper credit; 
otherwise they must go without food, and without currency. 

“If I were called on, Mr. Journalist, I think I could give some reasons why 
the system of Banking which has been found well adapted for Scotland is not 
proper for England, and why there is no reason for inflicting upon us the 
intended remedy ; in other words, why this political balsam of Fierabras, which 
is to relieve Don Quixote, may have a great chance to poison Sancho. With 
this view, I will mention briefly some strong points of distinction affecting the 
comparative credit of the Banks in England and in Scotland; and they seem 
such as to furnish, to one inexperienced in political economics, (upon the tran- 
scendental doctrines of which so much stress is now laid,) very satisfactory 
reasons for the difference which is not denied to exist betwixt the effects of the 
same general system in different countries. 

“In Scotland, almost all Banking Companies consist of a considerable 
number of persons, many of them men of landed property, whose landed 
estates, with the burthens legally affecting them, may be learned from the 
records, for the expense of a few shillings; so thas all the world knows, or 
may know, the general basis on which their credit rests, and the extent of real 
property, which, independent of their personal means, is responsible for their 
commercial engagements. In most Banking Establishments this fund of credit 
is considerable, in others immense; especially in those where the shares are 
numerous, and are held in small proportions, many of them by persons of 
landed estates, whose fortunes, however large, and however small their share 
of stock, must be all liable to the engagements of the Bank. In England, as 
I believe, the number of the partners engaged in a Banking concern cannot 
exceed five ; and though of late years their landed property has been declared 
subject to be attached by their commercial creditors, yet no one can learn, 
without incalculable wrouhle, the real value of that land, or with what mort- 
gages it is burthened, Thus, ceteris paribus, the English Banker cannot 
make his solvency manifest to the public, therefore cannot expect, or receive, 
the same unlimited trust, which is willingly and securely reposed in those of 
the same profession in Scotland. 
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“ Secondly, the circulation of the Scottish bank-notes is free and unlimited; 
an advantage arising from their superior de of credit. They pass without 
a shadow of objection through the whole Timits of Segfland, and, although 
they cannot be legally tendered, are current nearly as far as York, in England. 
Those of English Banking Companies seldom extend beyond a very limited 
horizon: in two or three stages from the place where they are issued, many 
of them are objected to, and give tual trouble to any traveller who has 

to take them in change on the road. Even the most creditable pro- 
vincial notes never approach London in a free tide—never circulate like blood 
to the heart, and from thence to the extremities, but are current within a 
limited circle; often, indeed, so very limited, that the notes issued in the 
morning, to use an old simile, fly out like pigeons from the dovecot, and are 
sure to return in the evening to the spot which they have left at break of day. 

“‘ Owing to these causes, and others which I forbear mentioning, the pro- 
fession of provincial Bankers in England is limited in its regular profits, and 
uncertain in its returns, to a degree unknown in Scotland; and is, therefore, 
more apt to be adopted in the south by men of sanguine hopes and bold adven- 
ture, (both frequently disproportioned to the extent of their capital,) who sink 
in mines, or other hazardous speculations, the funds which their banking credit 
enables them to command, and deluge the country with notes, which, on some 
unhappy morning, are found not worth a penny ;—as those to whom the foul 
fiend has given apparent treasures, are said in due time to discover they are 
only —= of slate. 

“T am aware it may be urged, that the restrictions imposed on those English 
provincial Banks are necessary to secure the supremacy of the Bank of England; 
on the same principle on which dogs kept near the — of a royal forest, 
were anciently lamed by the cutting off of one of the claws, to prevent their 
interfering with the royal sport. This is a very good regulation for England, 
for what I know; but why should the Scottish institutions, which do not 
and cannot, interfere with the influence of the Bank of England, be put on a 
level with those of which such jealousy is, justly or unjustly, entertained? 
We receive no benefit from that immense Establishment, which, like a great 
oak, overshadows England from Tweed to Cornwall—Why should our national 
plantations be cut down or cramped for the sake of what affords us neither 
shade nor shelter, and which besides can take no advantage by the injury done 
to us? Why should we be subjected to a monopoly from which we derive 
no national benefit ? 

“IT have only to add, that Scotland has not felt the slightest inconvenience 
from the want of specie, nay, that it has never been in request among them. 
A tradesman will take a guinea more unwillingly than a note of the same 
value; to the peasant the coin is unknown. No one ever wishes for specie 
save when upon a journey to England. In occasional runs upon particular 
houses, the notes of other Banking Companies have always been the value 
asked for—no holder of these notes ever parma specie. The credit of one 
establishment might be doubted for the time—that of the general system was 
never brought into question. Even Avarice, the most suspicious of passions, 
has in no instance I ever heard of, desired to compose her hoards by an 
accumulation of the precious metals. The confidence in the credit of our 
ordinary medium has not been doubted even in the dreams of the most 
irritable and jealous of human passions. 

A Hint for Currency Theorists. 

“It is true that every wise statesman keeps sound and general political 
principles in his eye, as the pilot looks upon his compass to discover his true 
course. But this true course cannot always be followed out straight and 
diametrically ; it must be altered from time to time, nay, sometimes appa- 
rently abandoned, on account of shoals, breakers, and headlands, not to men- 
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tion cuntrary winds. The same obstacles occur to the course of the Statesman. 
The point at which he aims may be important, the principle on which he steers 
Las just ; yet the obstacles arising from rooted prejudices, from intem- 
pave passions, fronf ancient practices, from a different character of people, 

‘om varieties in climate and soil, may cause a direct movement upon his 
ultimate object to be attended with distress to individuals, and loss to the 
community, which no — man would wish to ocaasion, and with dangers 
which no wise man would voluutarily choose to encounter. 

** Although I think the Chancellor of the Exchequer has been rather pre- 
cipitate in the decided opinion which he is represented to have expressed on 
this occasion, I am far from entertaining the slightest disrespect for the right 
honourab ; Gentleman. “TI hear as good exclamation upon him as on any 
man in Messina, and though I am but a r man, I am glad to hear it.” 
But a decided attachment to abstract principle, and to a spirit of generalizing, 
is—like a rash rider on a headstrong horse—very apt to run foul of local ob- 
stacles, which might have been avoided by a more deliberate career, where the 
nature of the ground had been previously considered. 

“T make allowance for the temptation natural to an ingenious and active 
mind. There is a natural pride in following out an universal and levelling 
principle. It seems to augur genius, force of conception, and steadiness of 
purpose; qualities which every legislator is desirous of being thought to 
possess. On the other hand, the study of local advantages and impediments 
demands labour and inquiry, and is rewarded after all only with the cold and 
parsimonious praise due to humble industry. It is no less true, however, that 
measures which go straight and direct to a great general object, without 
noticing intervening impediments, must often resemble the fierce progress of 
the thunderbolt or the cannon-ball, those dreadful agents, which in rushing 
right to their point, care not what ruin they make by the way, The sounder 
and more moderate policy, accommodating its measures to exterior circum- 
stances, rather resembles the judicious course of a well-conducted highway, 
which, turning aside frequently from its direct course, 


* Winds round the corn-field and the hill of vines,’ 


and becomes devious, that it may respect property and avoid obstacles ; thus 
escaping even temporary evils, and serving the public no less in its more cir- 
cuitous, than it would have done in its direct course.” 





LETTER II. 
Address to the Scotch and Irish Members. 


‘I beg to remind you, that much greater effect is derived from the decided, 
conjoined, and simultaneous exertion of a comparatively small force, than 
from the efforts of a more numerous body, not bound together by the same 
strong ties of duty and necessity. Battles have been often gained, and political 
measures have been as frequently carried, by the determined urgency, or no 
less determined resistance, of a comparatively insignificant number. 

“Nos numerus sumus, is a logical argument perfectly understood by an 
English minister, and has had great weight in the scale. I will give a ludicrous 
instance of this. There was of old a certain nobleman, who, by means of certain 
boroughs, sent certain members to Westminster, which members, being there, 
were certain to hold the same opinions with the noble lord, and to vote in the 
House of Commons exactly to the same tune as his lordship inthe House of Peers. 
The Great Man, who was the animating soul of this holy alliance, had oc- 
casion to ask some favour of Government. It was probably something very 
unreasonable—at any rate, it was so disagreeable to the minister, that, I am 
told, he would as soon have relished the proposal of giving silver for a twenty- 
shilling note of the Bank of Scotland. The minister made civil excuses—t’ 
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observed in reply—We are seven votes!—The minister stopped, cleared 
Kis throat, changed his argument.— We are sepen voices! was again the only 
answer. The Great Man, usually flattered, became flatterer in his turn—he 
conjured—he even threatened. The peer was as unassailable, in his numerical 
proposition, by entreaty or ment, as the sweet little rustic girl in a poem 
which it is almost sin to y— 


‘ Whate’er the minister could say, 
The noble lord would have his way, 
And said, Nay, we are seven.’ 


“They parted on these terms. The minister retired to rest, and dreamed 
that he saw the pertinacious peer advancing to storm the cabinet, after 
having, like the great —— Kehama, broke himself up into seven 
sub-divisions of equal strength, and by means of this extraordinary process of 
multiplication, advancing to his daring enterprise by seven avenues at once. 
The vision was too horrible—and a ‘private and confidential’ note gave the 
necessary assurance to the noble lord, that the magical number seven had as 
much weight in Saint Stephen’s, as Dr. Slop assigns to it in the Catholic 
mysteries ; so the seven planets continued to move regularly in their political 
orbit. 

“This is a strong proof of the vis wnita fortior, and contains a lesson 
for our representatives upon the present occasion. It would st 
indeed, if they, to whom their country has given her confidence, should 
hesitate to save her from dishonour and deep distress, which may approach 
nigh to ruin, [I will make my words good before I have done,] when it is 
an necessary that they should be as determined and inflexible, where the 
safety of an ancient kingdom is concerned, as the selfish old borough-jobber 
and his political friends showed themselves pertinacious, in pursuit of some 
wretched personal object of private advantage. . 

“The Scottish Members of Parliament should therefore lose no time—not 
an instant—in uniting together in their national character of the representa- 
tives of Scotland. If the scene were to be the British Coffee House, the hour 
half-past six o’clock p.M., and the preliminaries of business a few glasses of 
claret to national toasts, I should not have the worse opinion of the sense of 
the meeting. Their first resolution should be, to lay aside every party dis- 
tinction which can interfere with the present grand object, of arresting a 
danger so evident, so general, so imminent. It may be at first an awkward 
thingfor Whig and Tory to draw kindly together; for any of the natural Scottish 
spirit which is left among us has been sadly expended in feeding a contro- 
versy in which we must always play a subordinate , and these party dis- 
tinctions have become far too much a matter of it to us on both sides to 
be easily laid aside. Indeed, we poor Scotsmen are so conscious that our 
civil wars are but paltry and obscure episodes in the great political quarrel, 
that we have usually endeavoured to attract attention, and excite an idea of 
their importance, by the personal violence and noisy ferocity with which we 
wage them. We, the whigs and tories of Scotland, have played in our domestic 
quarrels the res le part of two bull-d who think it necessary to go 
by the ears under the table, because their blue-sleeved beef-eating masters 
have turned up for a set-to. The quadrupeds worry each other inveterately, 
while not a soul notices them till the strife of the bipeds is appeased or de- 
eided, and then the bleeding and foaming curs are kicked separate by their 
respective owners. We play among the great dramatis persone the part of 
_ Mob on both sides, who enter and scuffle im the back scene, arid shout so that 
their cries at least may be heard, since no one will attend to anything which 
oe gg articulate language. You may have been a bottle-holder of this 
kind, Mr. Journalist, to one or other of the great parties. Iam sure I have, 
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and I daresay may have sometimes made mischief, though I have oftener 
endeavoured to prevent it: for, like the good knight Jacques de Lalain ‘ De 
Seu bouter ne voulois je etre consentant.’ Still, however limited my share may 
have been in those jars, I have lived to see the day when I must 
bitterly my having had the slightest accession to them, could I conceive the 
opinions of so obscure an individual may have added gall to the bitterness 
which has estranged Scotsmen from each other. Let these follies be ended ; 
and do not let us, like our ancestors at Falkirk, fall to jealousies among our- 
selves, when heart, and voice, and hand, should be united against the foreign 
enemy. I was about to erase the last word; but let it remain, with this 
explanation—that the purpose of this invasion of our rights is acknowledged 
pa, 2 kind and friendly ; but as the measure is unauthorised by justice, con- 
ducted without re to the faith of treaties, and contrary to our national 
rivileges, we cannot but term the enterprise a hostile one. When Henry 
III. dispatched a powerful invading army to compel the Scots to give the 
hand of their young Queen Mary to his son Edward, an old Scottish nobleman 
shrewdly observed, ‘He might like the match well enough, but could not 
brook the mode of wooing.’ We equally are sensible of England’s good will, 
we only do not relish the mode in which it is at present exhibited. 
“The Scottish members having thus wieaaek a healing ordinance, recon- 
ciled their party quarrels, or laid them aside for the time, would by that very 


act decide the fate of their country; and when drinking to concord among 
Scotsmen of all political opinions,— 


* In the cup an Union shall they throw 
Better than that which four successive kings 
In Britain’s crown have worn.’ 


“Thus united, sir, their task will be a very easy one. Let each, in his own 
style, and with the degree of talent, from plain common sense up to powerful 
eloquence, with which he chances to be gifted, state to administration the 
sentiments of his constituents, and those of his own breast ; let it be perfect 

understood that the representatives of Scotland speak in the name of their 
country, and are determined, one and all, to see the threatened and obnoxious 
measure departed from, and till that time to enter into no public business.— 
I cannot help thinking that such a remonstrance, in a case of vital importance 
to Scotland, and of such trifling consequence to England, would be of itself 
perfectly sufficient. But if not, our representatives must stand firm. I would 
advise that, to all such intimations as are usually circulated, bearing, ‘That 
your presence is earnestly requested on such an evening of the debate, as such 
or such a public measure is coming on,’ the concise answer should be returned, 
‘ We are five-and-forty ;’ and that no Scottish members do on such occasions 
attend, unless it be those who feel themselves conscientiously at wy Ans 
vote against Government on the division. Is this expecting too much from 
our countrymen, on whom we have devolved so absolutely the charge of our 
rights, the duty of — our wrongs. We exclaim to them in the language 
of the eloquent Lord Belhaven—‘ Should not the memory of our noble pre- 
decessors’ valour and constancy rouse up our drooping spirits? Are our 
brave ancestors’ souls got so far into the English cabbage-stock and cauli- 
flower, that we should show the least inclination that way? Are our eyes so 
blinded—Are our ears so deafened—Are our hearts so hardened—Are our 
tongues so faltered—Are our hands so fettered, that, in this our day—I say, 
my countrymen, in this our day, we should not mind the things that con- 
cern the well-being, nay, the very being, of our ancient kingdom, before the 
day be hid from our eyes?’ If there is, among that chosen band, a mean- 
spirited Scotsman, who prefers the orders of the Minister to the unanimous 
voice of his Country, imploring the protection of her children, let England 
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re him to herself. Such a man is deaf even to the voice of self-interest, as 
well as of patriotism. He cannot be a Scots proprietor —he hazards his own 
rents; he cannot be a Scotsman employed in commerce—he undermines 
his own trade; he cannot be a professional person—he sacrifices the law of 
his country; he cannot be a Scottish man in spirit—he betrays the honour 
of Scotland. Let him go out from among us—he is none of us. Let him, I 
say, remain in England, and we wish her joy of such a denizen. Let him 
have his title and his pension—for the cur deserves his collar and his bone. 
But do not let him come back to Scotland, where his presence will be as 
unwelcome to us, as our reception may be es to him. 

“It is needless to say, that what Scotland demands from her representatives 
in the House of Commons, she expects, with equal confidence and ardour, 
from the small, but honourable portion of the Upper House, who draw their 
honours from her ancient domains. Their ancestors have led her armies, 
concluded her treaties, m d her government, served her with hand and 
heart, sword and pen; and such honourable merit with their country, 
have obtained the titles and distinctions which they have transmitted to the 
present race, by whom, we are well assured, they will be maintained with 
untarnished honour. A Scottish lord will dare all, save what is dishonourable; 
and whom among them could we — of deserting the parent of his honours, 
at the very moment when she is ing upon him for his filial aid? Sir, I 
pledge myself, ere I am done, to give such a picture of the impending distress 
of this country, that a Scotsman, and especially a Scottish nobleman, would 
need to take opium and mandragora, should he hope to slumber, after havin 
been accessary to bringing it on. If the voice of the public in streets an 
highways did not cry shame on his degeneracy, even inanimate objects would 
find a voice of reprobation. The stones of his ancient castle would speak, and 
the portraits of his ancestors would frown and look black upon him, as he 
wandered in his empty halls, now deprived of the resort of the rich, and the 
homage of the vassal. But I have no fear of this. A little indolence—a little 
indifference—may have spread itself among our young men of rank; it is 
the prevailing fashion and fault of the day. But the trumpet of war has 
always chased away such lethargic humours; and the cry of | their common 
country, that invocation which Scotland now sends forth from one end of the 
land to the other, is a summons yet more imperious, and will be, I am con- 
fident, as promptly obeyed. 

‘It may be said, that the measures which I venture to recommend to our 
Scottish representatives, of tacking, as it were, their petition of rights, to every 
other measure, and making it, so far as they can, a sine qua non to their ac- 
commodation with Government, may be the means of interrupting the general 
business of the empire. 

“To this objection I reply, first, that I only recommend such a line of 
conduct as an ultimum remedium, after every other and milder mode of 
seeking redress shall have been resorted to, and exhausted without effect. 
pare In case of need it cannot be denied, that the plan proposed is a 

arliamentary remedy, and corresponds with the conduct of patriots upon 
‘ormer occasions, when they conceived that the magnitude of the object in 
view warranted their making the most vigorous efforts to obtain it. Thirdly, 
It will not be difficult to demonstrate, that, whatever prejudice may be 
suffered from a temporary delay of other business, it will be incalculably less 
than the evil, which will infallibly ensue upon the obnoxious measure in 
uestion being adopted; an evil, the effect of which cannot be confined to 
cotland alone, (for no component part of the empire can have sufferings so 
local, that the consequences do not extend to the others,) but must reach 
England and Ireland also. When a limb of the human body is disjointed or 
broken, the whole frame must feel the effect of it. 
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“Betwixt Scotland and England, Mr. Journalist, there have been, as you 
are aware, ancient causes of quarrel, lulled to sleep during the last fifty years, 
until of late, when a variety of small essions, followed by the present 
seven-leagued stride, show that perhaps they have not been so fully forgotten 
by our neighbours, as we thought in our simplicity, and that the English 
ministers may not be indisposed to take the opportunity of our torpidity to 
twitch out our fang-teeth, however necessary for eating our victuals, in case 
we should be inclined, at some unlucky moment, to make a different use of 
them. Or, the line of conduct of which we complain, may be ee to a 
well-known operation resorted to for taming the forocity of such male animals 
as are intended for domestication, and to be employed im patient drudgery. 
The animal becomes fat, patient, sleek, and in so far is Penefited by the 
operation ; but had his previous consent been required, I wonder what the 
poor Scotch stot would have said? 

‘* Patrick, my warm-hearted and shrewd friend, how should you like this 
receipt for domestication, should it travel your way? You have your own 
griefs, and your own subjects of complaint,—are you willing to lose the 
power of-expressing them with —- ? You have only to join with the 
ministry on this debate—you have only to show in what light reverence you 
are willing to hold the articles of an union not much above a century old, and 
then you will have time to reflect at leisure upon the consequences of such an 
example. In sucha case, when your turn comes, (and come be sure it will,) 
you will have signed your own sentence. You will have given the fatal pre- 
cedent to England, of the annihilation of a solemn treaty of incorporating 
union, and afforded the representatives of Scotland vindictive reasons for 
retaliating upon you the injury which you aided England in inflicting upon us. 
Whereas—step this way, Pat—and see there is nobody listening—why should 
not you and we have a friendly understanding, and assist each other, as the 
weaker parties, against any aggressions, which may be made upon either of 
us, ‘for uniformity’s sake?’ Your fathers are called by our Scottish kings, 
‘Their ancient friends of the Erischerie of Eirland,’ and for my part I have 
little doubt that Malachi, who wore the collar of gold, must have been an 
ancestor of my own. Now, what say you to a league, offensive and defensive, 
against all such measures as tend to the suppression of any just right be- 
longing to either country, in virtue of the articles of union respectively ?— 
You are a scholar, Pat— 


‘ Tua res agitur, proxima cum paries ardet.’ 


“ Between ourselves, Patrick, John Bull is, not unnaturally, desirous of 
having rather more than his own share in managing the great national coach- 
and-six. He will drive four-in-hand; and though he has hitherto allowed 
you a postilion of your own, yet in some scheme of economy he may dismiss 
him if you do not look sharp, and drive the whole set of six horses himself. 
It is different portions of their ancient independence which are reserved to 
Scotland and Ireland by their respective treaties of union. Scotland re- 
tained her ancient laws, and Ireland a typical representation of her national 
sovereignty. But both rights are held by the same tenure, and if Ireland set 
an example, by aiding a gross infringement of the Scottish Union ;—if she aid 
England, in destroying for mere humour—I beg pardon, for mere ‘ uniformity’s 
sake,’—every little mark of independence which 1s left us;—if she countenances 
the obvious desire which exhibits itself to break down all peculiar privileges 
due to the separate nations of the Union, to engross the whole management 
in boards, which, sitting in London, begirt by Englishmen, are to dispense the 

atronage, and direct the improvements, of another nation of the Union,— 
Cad will accelerate her own then unpitied degradation. What is our case 
to-day, brothers of Erin, will be yours the instant you have got a little tran: 
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quillity—are caught napping—and are in condition to have the aforesaid 
ceremony vanation’ upon you without danger—I mean danger to the operator, 
for peril to the creature itself is of no consequence. I see you grasp your 
shilela at the very thought! Enough; we understand each other: Let us be 
friends. Patrick aids Saunders to-day; Saunders pays back Patrick to- 
morrow, or I will throw away my thistle, burn my St. Andrew’s cross, and 
disclaim my country ! 

“ But what do I talk of to-day or to-morrow? The cause of Ireland is 
tried ALONG WITH that of Scotland. She stands, at this very moment, at 
the bar beside her sister, and the prohibitory decree passed against the 
system of currency, which has spread universal fertility through Scotland, 
is extended to Ireland at the very moment when she proposed to have re- 
course to it, as well suited to the improvement of her rich soil, and 
promising the extension of means of cultivation, where cultivation is so 
greatly wanted, and would be so productive in the return. I am certain 
that I am correct in saying, that, in the course of last summer, there were 
several banking companies on the Scottish plan on the point of being 
established in different parts of Ireland, and Scotsmen of experience, capable 
of understanding and directing such establishments, were eagerly sought for, 
and invited over to act as superintendants. Whether the system which had 
been so eminently successful in Scotland might be found quite as well qualified 
for the meridian of Ireland, it would be great presumption in me to decide. 
But it is very likely that success would ensue, provided too much were not 
expected at once, and that the requisite discretion was used in bounding the 
issue of notes, and the grants of credit. More or less probable, it was at least 
an experiment which Ireland had apparently a perfect right to make, an ex- 
periment by which she might reasonably hope to profit; and if she was 
willing to undertake it at her own risk, I can conceive nothing more unjust 
than preventing her from doing so—excepting always the still greater iniquity 
of interdicting in Scotland a system, the benefit of which has been proved by 
a century’s experience, during all which period it has been attended with ad- 
vantage, but in the last fifty years with the most brilliant success. 

* Treland is therefore called upon to interfere on this occasion, not merely 
by the chance of standing, at some no very distant period, in the very predi- 
eament in which Scotland is now placed, but from the stake which she herself 
has in the question at issue. She cannot but remember that Rome subjected 
the free states around her much less by the force which was actually her own, 
than by the use which she had made of those whom she had rendered her tools 
under the name of auxiliaries. The Batavians were employed in the conquest 
of Britain, the flower of the Britons were carried off from their native coun 
that they might help to subjugate the Germans. But such a policy, were it 
entertained, is not likely to deceive nations in the present age, when statesmen 
are judged of not more by the measure which they mete to countries less 
pit of resistance, than by that which they use im dealing towards one upon 
whom it may not be immediately convenient to inflict the same unjust terms. 

“Treland may read her future fate in that of Scotland, as in a mirror. 
Does she still continue to entertain any wish of imitating the Scottish system? 
the measure of interdiction about to be d against her renders it impossible 
—Does she still expect to be occasionally risi, in the management of her 
own affairs? She may lay aside for ever that flattering hope, unless she makes 
common cause with her sister of Scotland, where every tats being in the 


nation is entreating and imploring that dearest privilege of a free country. 


Effects of Abolishing the Small Notes. 
“It is by the profit arising upon issuing their small notes, that the bankers 
are enabled to make the beneficial advances which custom has now rendered 
nearly indispensable to the carrying on business of almost any kind in 
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Scotland. Above all, without that profit, the bankers could not, as hitherto, 
continue to allow a rateable interest on money deposited in their hands. Let 
us take a hasty view of some of the advantages attached to this peculiarity of 
the system. 

“The general convenience of the banker affording interest upon deposits 
is obvious. It is much more convenient to the individual to receive some in- 
terest for his ready cash, than that it should lie idle in his desk; and its 
being thus put into a productive state, instead of remaining an unproductive 
capital must be much more useful to the country. This needs no com- 
mentary. 

Tt has, besides, tended much to the diminution of crime in Scotland. 
We have forgot the period preceding the banking system, but it is easily 
recalled. Look at the old magazines or newspapers, during the time when 
the currency was chiefly maintained by specie, a ready temptation to the ruffian ; 
—the murder of graziers and dealers returning from fairs where they had 
sold their cattle, was not of unfrequent occurrence. Farm-houses of the better 
class, as well as gentlemen’s baronial residences, were defended by bars on 
the windows, upper and under, like those of a ‘never 3 yet these houses were 
often broken open by daring gangs, to possess themselves of the hoards which 
the tenant must have then kept beside him against rent-day,—and his landlord, 
for the current expense of his household. At present—Cantabit vacuus— 
the drover or grazier has a banker’s receipt for the price of his cattle, in the 
old almanack which serves him for a pocket-book, and fears no robbery— 
while the farm-house, or manor, is secure from the attack of ruffians, who are 
like to find no metal there more precious than the tongs and poker. 

“ Passing over the tendency of the present system to prevent crime, I 
come to its influence in recommending industry and virtue; and I am con- 
fident in stating, that the degree of morality, sobriety, and frugality, which is 
admitted to exist in Scotland, has been much fostered, though certainly not 
entirely produced, by the Banks allowing interest on small sums, which, if 
the present prohibitory measure passes, they will be no longer in a capacity 
to afford. Let the effect of such a violent change be considered merely in 
respect to the lowest order of depositors, who lodge in the Bank from the 
sum of ten pounds to fifty. The first motive to save, among petty tradesmen, 
mechanics,  prenachcrng domestics, and the like, is the delight of forming a 
productive capital ; and in that class, the habit of saving and of frugality is 
the foundation of a sober, well-regulated, and useful society. Every judicious 
farmer scruples to repose perfect reliance in a farm-servant or a labourer, till 
he knows that he possessed of a capital of a few pounds in some neighbourin: 
Bank ; and when that is once attained, the man becomes tenfold steady an 
trustworthy. Instances have occurred, to my certain knowledge, before the 
time of the Savings’ Banks, where the master, to hasten this advantageous 
step in his dependent’s life, would advance a servant of character a little 
money to complete a deposit, when the man’s savings did not amount to ten 
pounds, which is the least’ sum received by the Banks. And, by the way, it is 
not easy to see how these excellent institutions, the Savings’ Banks themselves, 
can be continued in Scotland, if interest is no longer pore by the general 
Bank ; for we are at too great a distance to avail ourselves of the public funds 
for that purpose. 

“ At any rate, the cessation of ae of interest by the Banks, attendant 
on the abolishing the issue of small notes, would greatly injure, if not effectually 
destroy, the formation of those virtuous and frugal habits, which are as 
essential to the class of society a little richer than that to which the Savings’ 
Banks apply, as to the inferior description to whom these invaluable m- 
stitutions afford encouragement and protection. 

‘* What is a poor hind or shepherd to do with his £20 or £30, the laborious 
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earnings of his life, and which he looks to, under God, for keeping his widow 
and family from the parish, if Bankers can no longer afford him some interest 
for the use of it? ere is he to get decent security for his petty capital ? 
He will either be swindled out of it by some rascally attorney, or coaxed to 

with it to some needy relation—in either case, never to see it more. It 
1s difficult enough, even at present, for masters, who take an interest in their 
servants’ welfare, to get them to place their money safe in the Bank; if this 
resource is taken away, where is it to be lodged, with any chance of security ? 
But I think I can guess its fate, friend Journalist. The Banks will be foreing 
back on the hands of the shepherd or farm-servant his deposit just at the time 
when they are unwillingly distressing his master for the balance on his cash 
account, called up before his well-judged, but half-executed improvements, 
undertaken on the faith of the continued credit, have become productive. 
The farmer will, in the hour of need and pressure, borrow the petty capital 
of his servant ; he will be unable to repay it; and then, when the distress 
becomes chin-deep, they may turn beggars together—for uniformity’s 
sake. 

“ Ifthat settling day should ever come, Mr. Journalist, when the Bankers, 
dunned for deposits in their hands, are compelled to be as rigorous with those 
who have received advances from them—that awful day, when the hundreds 
of thousands, nay millions, hitherto divided between the banks and the 
public, must be all called up at once, and accounts between them closed—that 
settling day will be remembered as long in Scotland as ever was the Mirk 
Monday ! 

‘But what can the Bankers do? Their whole profession must undergo 
a universal change, that discounts and every species of accommodation may 
be brought within the narrowest possible limits. At present, the profits 
divided among the profession, upon perhaps a million and a half of small 
notes, enable them to advance liberally to individuals upon any reasonable 
security. But if the Banker’s occupation is henceforth to consist in stocking 
himself with a great abundance of gold, and for that purpose engaging in an 
eternal struggle, not to preserve (for that is impossible), but to restore an 
eternally vacillating proportion betwixt the metallic circulation and the wants 
of the country, such expensive labour ALONE will be likely to prove quite 
enough for his talents and funds. 

“The injury done to the Bankers, by depriving them of such a principal and 

rofitable branch of their profession, is not to be passed over in silence. The 
English are wont, in other cases, to pay particular heed ere they alter any 
peculiar state of things, upon the faith of which property has been vested in 
a fixed and permanent line of employment. But this proposed enactment 
will go as far as the in-calling of one million and a half of notes can do, to 
destroy the emoluments of the profession, You deprive them of those very 
notes which travel farthest from home, and which return most slowly; nay, 
which, from various causes, are subject not to return at all. It is therefore 
in vain to say that thus the profession is left uninjured, when it is limited to the 
issue of notes of five pounds and upwards. It might be as reasonably stated 
in a case of mutilation, that a man was left in the entire and uninjured pos- 
session of his hand, the prisoner having only cut off his five fingers. 

“If, therefore, the proposed measure shall take place, the Bankers’ pro- 
fession must suffer greatly, nay, in its present form, must cease to exist. 
We cannot, as a nation, afford to be deprived of such an honourable and 
profitable means of settling our sons in the world. We cannot afford to lose 
a resource, which has proved to so many respectable and honourable families 
a means ad re-edificandum antiquam domum, and which has held out to others 
a successful mode of elevating themselves, by liberal and useful industry, to 
the possession of wealth, at once to their own advantage and to that of 
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Scotland. Thus it must needs be, if the proposed measure should pass ; and 
when we come to count the gains we shall then have made, by change from a 
paper circulation to one in _— I doubt it will form a notable example of 
the truth of the proverb, ‘ That gold may be bought too dear.’ 

“The branches established by banks in remote parts of Scotland must be 
given up. The parent banks would vainly exhaust themselves in endeavouring 
to draw specie from London, and to force it, at whatever expense, into more 
fertile districts of Scotland, which, of course, would receive it in small quantity, 
and pay for it at a heavy charge. But as to the remote and sterile regions, 
it must be with the Highlands and Isles of Scotland, as it is now in some re- 
mote districts of Ireland, where scarce any specie exists for the purpose of 
ordinary currency, and where, for want of that representative for value, or 
pee money in its stead, men are driven back to the primitive mode of 

artering for everything—the peasant pays his rent in labour, and the fisher 
gets his wages in furnishings. Misery is universal—credit is banished—and 
with all the bounties of nature around them, ready to reward industry—the 
sinews of that industry are hewn asunder, and man starves where nature has 
given abundance ! 

“Great Britain would be then somewhat like the image in Belteshazzar’s 
dream. London, its head, might be of fine gold—the fertile provinces 
of England, like its breast and arms, might be of silver—the southern 
half of Scotland might acquire some brass or copper—but the northern 
provinces would be without worth or value, like the legs, which were formed 
of iron and clay. What force is to compel gold to circulate to these barren 
extremities of the island, I cannot understand ; and, when once forced there, 
I fear its natural tendency to return to the source from which it is issued 
will render all efforts to detain it as difficult as the task of the men of Gotham, 
when they tried to hedge in the cuckoo. Our Bankers, or such as may con- 
tinue in the profession under the same name, but with very different occu- 
pation and prospects, will be condemned to the labour of Sisyphus, eternally 
employed in rolling a cask of gold up a Highland hill, at the risk of being 
crushed by it as the influence of gravity prevails, and it comes rolling down 
upon their heads. 

“Mrs. Primrose, wife to the excellent Vicar of Wakefield, carried on a 
system of specie, with respect to her family, at much cheaper rate than that 
at which Scotland will be able, I fear, to accomplish the same object. ‘I gave 
each of them a shilling,’ says the good man, speaking of his daughters, ‘ though 
for the honour of the family it must be observed, that they never went with- 
out money themselves; as my wife always generously let them have a guinea 
each to keep in their pockets, but with strict injunction never to changeit.’ Our 
state is not so favourable, Mr. Journalist. We shall be obliged to lay out our 
guinea every morning of our lives, and to buy back another every evening, at 
an increasing per centage, to pay the expense of the next day. Moreover, 
Mrs. Primrose was more reasonable (begging pardon for the expression) than 
our English friends ; for, although she enforced the specie system in her own 
family, we do not hear that she was ever desirous to intrude it into that of 
Neighbour Flamborough.” 





LETTER III. 
Objections to a Gold Currency. 


‘* My present business is to inquire how this meditated change of circula- 
tion, supposing it forcibly imposed on us, is to be accomplished—by what 
magic art, in other words, our paper is to be changed into gold, without 
some great national distress, nay, convulsion, in transitu ? 

‘* My neighbour, Mr. Chrysal, deems anxiety in this case quite ridiculous. 
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‘Gold,’ he says, ‘is a commodity, and whenever its presence becomes necesssary, 
there it will —— Guineas, according to Christopher, are like the fairy 
goblets in Parnell’s tale, 


‘——that with a wish come nigh, 
And with a wish retire.’ 


I don’t know how it may be in national necessities, but I have some reason 
to think that friend Chrysal has not, any more than I have myself, found the 
maxim true, in so far as concerns our personal experience. I heartily wish, 
indeed, this comfortable doctrine extended to individual cases, and that the 

eater occasion a poor devil had for money, the more certain he should be of 

is wants being supplied by the arrival of that obliging article, which is said 
to come wherever it is wanted. Since Fortunatus’s time, the contrary has in 
general — to be the case. and I cannot deny it would be very convenient 
to us to have his system restored. . 

‘Aud yet there is some truth in what my neighbour says; for if a man is 
indispensibly obliged to have a sum of money, why he must make every effort 
to raise it. Supposing I was in business, and threatened with insolvency, I 
might find myself under the necesssity of getting cash by selling property at 
an under rate, or procuring loans at usurious interest on what I retained, and 
in that ruinous manner I might raise money, because still nearer ruin stared 
me in the face if I did not. The question is, how long supplies so obtained 
could continue ?—Not an instant longer than I have articles to sell or to pawn. 
After this, my usual wants would be as pressing, but I might wish my heart 
out ere I found a groat to relieve them.—No fairy will leave a silver penny in 
my shoe. Now I fear it must be by some such violent sacrifices, as those in 
the case su d, that Scotland must purchase and maintain our metallic 
currency, if her present substitute is debarred. 

r. Chrysal’s proposition should not then run, that gold will come when 
it is most needed, but should have been expressed thus,—that in countries 
where the presence of gold is rendered indispensible, it must be obtained, 
whatever price is given for it, while the means of paying such a price remains. 

“‘He amuses himself, indeed, and puzzles his hearers, by affirming that 
‘ gold is like water, and, like water when poured out, it will find its level.’—A 
metaphor is no argument in any instance; but I think I can contrive in the 
present to turn my friend’s own water-engine —" him. Scotland, sir, is 
not beneath the level to which gold flows naturally. She is above that level, 
and she may perish for want of it ere she sees a guinea, without she, or the 
State for her, be at the perpetual expense of maintaining, by constant expen- 
diture of a large per-centage, that metallic currency which has a natural ten- 
dency to escape from a poor country back to a rich one. Just so, a man might 
die of thirst on the top of a Scottish hill, though a river or lake lay at the base 
of it. Therefore, if we insist upon the favourite comparison of gold to water, 
we must conceive the possibility of the golden Pactolus flowing up Glencroe 
in an opposite direction to the natural element, which trots down from the 
celebrated ‘ Rest and be Thankful.’ 

“If my friend would consult the clerk of the Water Company, at his office 
in the Royal Exchange, he would explain the matter at once. ‘ Let me have,’ 
says Mr. Chrysal, ‘a pipe of water to my house.’—‘ Certainly, sir; it will 
cost you forty shillings yearly..—‘ The devil it will! Why, surely the Lawn- 
market is lower than the Reservoir on the Castlehill? It is the nature of water 
to come to a level. What title have you to charge me money, when the 
element is only obeying the laws of Nature, and descending to its level ?”?— 
‘Very true, sir,’ replies the clerk; ‘but then it was no law of Nature 
brought it to the reservoir, at a height which was necessary to enable us to 
disperse the supply over the city. the contrary, it was an exertion of Art 
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in despite of Nature. It was forced hither by much labour and ingenuity. 
Lakes were formed, aqueducts constructed, rivers dammed up, pipes laid for 
many miles. Without immense expense, the water could never have been 
brought here; and without your paying a rateable charge, you cannot have 
the benefit of it.’ 

“This is exactly the case with the gold currency. It must have a natural 
tendency to centre in London, for the exchange is heavily against Scotland. 
We have the whole public income, four millions a year, to remit thither. In- 
dependent of that large and copious drain, we have occasion to send to England 
the rents of non-resident proprietors, and a thousand other payments to make 
to London, which must be done in specie, or by bills payable in the metro- 
polis. So that the circulation moves thither of free will, like a horse led by 
the bridle; while Scotland’s attempts to detain it, are like those of a wild 
Highlandman catching his pony by the tail. Or, to take a very old com- 
parison, London is like Aboulcasem’s well, full of gold, gems, and everything 
valuable. The rich contents are drawn from it by operations resembling those 
of a forcing pump, which compel small portions into the extreme corners of 
the kingdom ; but all these golden streamlets, when left to themselves, trickle 
back to the main reservoir. 

“* My friend’s idea of a voluntary, unsolicited, and unbought supply of 
metallic currency, is like the reasoning of old Merrythought, when, with only 
a shilling in his pocket, he expresses a resolution to continue a jovial course 
of life. ‘ But how wilt though come by the means, Charles?’ says his wife. 
‘ How?’ replied the gay old —— in a full reliance on his resources,— 
‘How ?—Why, how have I done hitherto, these forty years?—I never came 
into my dining room, but, at eleven and six o’clock, I found excellent meat 
and drmk on the table. My clothes were never worn out, but next morning 
a tailor brought me a new suit, and, without question, it will be so ever—use 
makes perfectness.’ The dramatist has rescued his jolly epicurean out of the 
scrape before his slender stock was exhausted; but in what mode Scotland 
is to be relieved from the expense about to be imposed on a country, where 
industry and skill can but play a saving game, at best, against national dis- 
advantages, is not so easy to imagine. 

** What may be the expense of purchasing in the outset, and maintaining 
in constant supply, a million and a half of gold, I cannot pretend to calculate, 
but something may be guessed from the following items :—To begin, like 
Mrs. Glass’s recipe for dressing a hare, first catch your hare—first buy.your 
gold at whatever sacrifice of loss of exchange; then add to the price a reason- 
able profit to those who are to advance the purchase-money—next insure your 
specie against water-thieves and land-thieves, peril of winds, waves, and rocks, 
from the Mint to the wharf, from the wharf to Leith, from Leith to Edin- 
burgh, from Edinburgh to the most remote parts of Scotland, unprotected by 
police of any kind—the insurances can be no trifle; besides that, an accident 
or two, like the loss of the Delight smack the other day, with £4,000 of specie 
on board, will make a tolérably heavy addition to other bills of charges, as the 
expense of carriages, guards, and so forth—then add the items together, and 
compute the dead loss of interest upon the whole sum. The whole may be 
moderately caleulated at an expense of more than five per cent, a charge which 
must ultimately be laid on the Scottish manufactures, agricultural operations, 
fisheries, and other public and ae undertakings ; many of which are not 
at present returning twelve or fifteen per cent of profit at the uttermost. 

“« My friend Chrysal’s reasoning rested on this great mistake, that he con- 
founds the necessity of our procuring gold under the operation of the new 
system, and the supplies which that necessity must necessarily oblige us to 
purchase, with a voluntary determination of unbought treasures running up-hill 
to find their level at Stornoway, Tongue, or Oban. He imagines that the 
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specie, for which we have to pay a heavy consideration, will come to our 
service voluntarily. I answer, in one word, the gold will come, if purchased, 
AND NOT OTHERWISE. The expense attending the operation will be just a 
tax upon the parties who pay it, with this difference, that it makes no addition 
to the public revenue. Every sovereign we get, which passes of course for 
twenty ag will, before it gets to the north of Scotland, have cost one- 
and-twenty. Illustrations of so plain a proposition are endless. Sup 
Government had imposed a stamp-duty upon any commodity, and, whilst 
with some other cowl’d neighbours I am canvassing its effects, I ask, as a 
party concerned,—‘ But how are we to come by these stamps? The branch 
of commerce to which they apply is not able to bear the impost.’? Up rises 
my friend Chrysal in reply—‘ Stamped paper,’ says he ‘is a commodity ; 
and, like all commodities, flows to the point where t isa demand.’ True, 
but, unhappily, when the stamp-paper is in bodily presence, I cannot have a 
slip of it till pay the impost ; and if my trade does not enable me to do so, 
I must give it up, or be a ruined man ! 

‘The same consequences must attend the increased expense of the circu- 
lation under the proposed measure, as would apply to a tax in any other form. 
The manufactures, public works, and private speculations, which are making 
a return, enabling them to defray the charge attending the more expensive 
medium of ci tion, will struggle on as they can, with less profit by the 
direct amount, and more disadvantages arising from the means of circulation 
being at the mercy of winds and waves, and subjected to long and perilous 
transportation before the gold reaches them. Those, on the other hand, 
whose trade makes more precarious returns, will be no longer able to wait for 
better times. They will give up all, and the consequences to Scotland—and 
England also—omitting all allusion to individual distress, will be a black 


history.” 
rs The Conclusion. - 

T have read, I think in Lucian, of two architects, who contended before 
the people at Athens which should be intrusted with the task of erecting a 
temple. The first made a luminous oration, showing that he was, im theory 
at least, master of his art, and spoke with such glibness in the hard terms of 
architecture, that the assembly could scarce be prevailed on to listen to his 
opponent, an old man of unpretending appearance. But when he obtained 
audience, he said in a few words, ‘All that this young man can talk of, I have 
DONE. The decision was unanimously in favour of Experience against 
Theory. This resembles exactly the question now tried before us. 

‘* Here stands Theory, a seroll in her hand, full of deep and mysterious 
combinations of figures, the least failure in any one of which may alter the 
result entirely, and which you must take on trust, for who is capable to 
through and check them? There lies before you a practical System, su 
for upwards of a century. The one allures you with promises, as the saying 
goes, of untold gold,—the other appeals to the miracles already wrought in 
your behalf. The one shows you provinces, the wealth of which has been 
tripled under her management,—the other a problem which has never been 
practically solved. Here you have a pamphlet—there a fishing town—here 
the long-continued prosperity of a whole nation—and there the opinion of a 
professor of Economics, that in such circumstances she ought not by true 
principles to have prospered at all. In short, good countrymen, if you are 
determined, like Zisop’s dog, to snap at the shadow and lose the substance, 
you had never such a gratuitous opportunity of exchanging food and wealth 
for moonshine in the water. 

“ Adieu, sir. This is the last letter you will receive from, 

Yours, &e. 
Matacui MALAGROWTHER.” 
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THE COST OF A GOLD CURRENCY FOR SCOTLAND. 


Txose who assert that the Currency in Scotland and Ireland 
ought to be assimilated to that of England, forget the great dif- 
ference which exists in the commercial relations of the three 
countries ; and that the introduction of a metallic currency must 
be attended with a direct loss to the banker, which in some 
shape or other he would have to charge upon his customers. 
On this point we beg to call attention to the following state- 
ment of facts by “ Scorus,” because they answer a question 
of much importance in the discussion which has taken place, 
namely, whether the abolition of Small Notes will interfere with 
the Bankers’ power to accommodate the manufacturing and 
agricultural classes with advances by way of Cash Credit. 
“ Scorvus,” who writes, as his signature indicates, for Scotland, 
asserts, that if the small notes in that country were abolished, 
the other portions of the currency would not be worth retaining, 
and the circulation therefore must become purely metallic. The 
consequences that would follow are well illustrated in the follow- 
ing paper, which is worthy of attentive consideration. 


** As Bankers’ Notes in Scotland, of all denominations, perform at present 
every function of a gold currency; it follows then, if the small notes are 
abolished—as the other portion of the note currency would not be worth 
retaining—that, at whatever cost, gold must be obtained, and if possible 
maintained for carrying on the business of the country. Consequently the 
query naturally arises—How much Gold would suffice or be required for that 

, 80 as to afford the public the same accommodation and the like 
facilities they now enjoy through our long and well-tried system? 

To answer this query we must refer to the returns of the Circulation which 
have appeared re ly for some years past in the Gazette, by which it will 
be seen that the whole average amount is about three millions sterling; and 
further, as it is admitted on all hands that the proportion of the Smalf Notes 
is about three-fourths of the whole, or on an average, about two millions and 
one quarter sterling, it therefore follows that Gold, to that extent at least, 
must be found. But if gold be obtained to such an extent only, is it not 
self-evident that there would not be any left in the coffers of the bankers to 
afford the same accommodation and facilities at particular times and seasons 
when extra demands arise, and which, through our present system, are met or 
provided for by-the reserve or stock of notes always on hand for such con- 
tingencies, as well as any sudden and unexpected claims upon the Banks, 
through their engagements to the parties having cash credits, who by the 
nature of the covenant betwixt the customer and the bank, can, at any time 
he may require it, demand advances to the full extent of the credit agreed 
upon by them, whether it be or be not convenient for the bank at the moment 
to — such advances. — = 

t therefore a indispensable that a greater quantity of gold must 
preserved and held than is equal to the sum of discs Soatin. the amount of 
our small notes: But there are other reasons for providing a larger amount, 
namely, that it is requisite to have some always on the road from the head 
office, to and from the branches, and to and from London, as gold will accu- 
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mulate, and therefore be unproductive at one place, and be wanting in others. 
So that, in addition to the stock imperatively necessary to be kept at the head 
office, we thus see that extra supplies must be held ready, and some be en 
route to and from other places. 

Judging from experience, it would not be by any means an extravagant 
calculation or estimate, to fix upon double the quantity of Gold being neces- 
sary to supply the place of the Small Notes; but in order to avoid all cavil 
let it be assumed, that gold only to the extent of one-half more than the 
average proportion of our small notes, should be required, to afford the same 
accommodation as at present, and then, let us see whether a trifling charge on 
the £7,000,000, being the amount of the cash credits, would compensate the 
banks for the losses which they must sustain through a change in our present 
system of currency. 

Keeping in view, then, that the whole ave’ amount of the present 
circulation is about three millions, and that three-fourths of that sum, in the 
circle, are small notes, amounting to two millions and a quarter sterling—as 
also, that it is a low estimate to replace them by gold to the extent of one- 
half more than that amount, or, in other words, three millions three hundred 
and seventy-five thousand pounds sterling,—we shall proceed to show the 
least loss which the banker would sustaim, and which certain individuals 
a can readily be obviated by the public bearing a trifling charge on the 
cash credits. 

The Banks in Scotland have derived a profit through the circulation, 
which, upon an average amount of £3,000,000; at 3 per cent., yields £90,000 
Now, this profit (except to the extent to be noticed below) would be 

entirely lost. To this loss, add the cost of gold, amounting to 

£3,375,000, which, if not so employed, could have been used in 

aiding the commerce, agriculture, and manufactures of the country, 

but at all events would have, through an investment in the Go- 

vernment funds, yielding, at 3 per cent., a revenue of .......... 111,250 

And, further, we must allow a loss for freight from and to London, 
insurance, carriage to and from the branches, wear and tear (light 

gold), and counterfeit coin, or, in all, the moderate charge of 4 

POP CONE. OE 60:05 Covcnsccedacpcedibresedecsoseneeneneowes 16,875 


CO ee ae £218,125 
From which, however, deduct the interest assumed as chargeable on 
advances through gold, say, average £2,250,000, at 3 
I a:0:s said pn mbeaiong Sine acag omar ae es .. £67,500 
(Or amount of small notes presently out); and, further, on 
the assumption that large notes be retained, then on 
£750,000, at 3 per cent. ....cccccccccccaccccescces 22,500 
90,000 


Leaving a loss to be made up to the banks of..............+.+- £128,125 


Thus, it is quite clear, that the charge on the Cash Credits would require 
to be nearly two per cent. per annum, so that a purty having a cash credit of 
£500, would have to pay an annual tax of £10, which, we presume, would 
not be considered a trifling charge by those upon whom it might be inflicted. 

We think that thus we have incontrovertibly shown the error which exists 
in the minds of certain individuals as respects the pecuniary sacrifice which 
must be made if a change in our system and currency be forced upon us; and 
we have no hesitation in stating it to be our honest belief, that the estimate 
we have just submitted would found in practice too low, so that even a 
heavier charge would be requisite. But, let it be assumed that the ch 
would be borne, still we must not shut our eyes to another fact, that the banks 
must unquestionably be crippled in the means of accommodating the public, 
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and exactly to the extent of the capital devoted to the purchase of gold, which 
formerly assisted in promoting the prosperity of the country. 

So remarkable was the progress of prosperity in the country, that when 
the Right Honourable Baronet, presently at the head of Her Majesty’s Go- 
vernment, visited Scotland in Jan’ , 1837, he publicly stated in Glasgow, 
“ that he was not a stranger to Scotland,” and that “ he could not have con- 
ceived it sible, that in that interval,’ (which had elapsed from the period 
when he emetr visited Glasgow on the completion of his education at Ox- 
ford), “ such a progress could have been made in the population, in the wealth, 
in the ry ont of this magnificent city—of this city that is pouring into the 
coffers of the United Kingdom from one branch of revenue alone, a greater 
treasure than many continental nations possess for their whole expenditure.” 
This remark of the Premier as to the prosperity of the country is applicable 
to every of Scotland; and, with such testimony to the very beneficial 
effects of her banking system and currency, with such evidence of aid to 
the Treasury of Great Britain, can we be culpable in using every endeavour to 
preserve the means which have produced such great blessings to the country ? 

We must, however, revert to the heavy losses which would attend an 
change in our system and currency, and to the baneful ay my oy adn 
must ensue from the withdrawal of the legitimate aid afforded by the sum of 
£3,375,000, presently devoted to the business of the country, being appro- 

riated for the purchase of the same amount in Gold, irrespective of the great 
mconvenience and trouble which would be experienced by such change, all of 
which circumstances naturally cause us to enquire why we should run the risk 
of such evils? If it be asserted, that the issue of our notes affects the ex- 
changes, as well as the action of the Bank of England, we answer, we do not 
see how that can be, because, by Acts of Parliament, our notes have a fixed 
locality, and restricted circulation. If it be insinuated that our notes are 
issued in excess, we say, no, because like a well-regulated steam-engine, the 
moment that there is too great, unnecessary, or unproductive pressure upon 
the safety-valve, that instant it acts—so, in like manner, self-interest acts 
similarly to the safety-valve, for the moment the banker receives his rival’s 
notes he exchanges them, being unproductive to him, for that which will 
produce him a profitable return, thereby taking them out of the circle, and the 
public pay into their respective bankers all the notes not absolutely required 
for their daily expenditure, so that the circulation is consequently diminished, 
and an over-issue prevented. 

If, however, it be alleged that the safety of the public must be. studiously 
consulted in regard to these issues, we at once admit that such care is praise- 
worthy ; at the same time, we are certainly at a loss to perceive, wherein any 
danger exists, as surely the paid-up capital of the banks, about twelve 
millions, appears sufficient to answer a currency of three millions; the more 
especially, when coupled with the very important fact, that for these notes, 
the public have the whole means of the bank partners liable for their payment. 

Why, therefore, we again ask, should any change be insisted upon as to 
our system and currency? The people of Scotland are quite satisfied with 
their notes, and, instead of asking any change, they almost universally depre- 
cate it. And, here, it may not be out of place to notice an important 
difference existing in the opinions and views of the people in the two coun- 
tries, seeing tat, in Scotland, a creditor is perfectly satisfied to receive the 
notes of any of our banks, for claims upon his debtor, and if such be offered, 
all legal proceeding and expenses immediately cease ; whereas, in England, an 
Act of Parliament became necessary to oblige a creditor there to receive Bank 
of England Notes in satisfaction for his debt, at least to the effect of staying 
a prosecutions. Such a distinction speaks volumes in favour of the solidity 
of the banks, and demonstrates the confidence of the people therein.” 

















416 





PROPORTION OF SMALL NOTES CIRCULATING IN 
SCOTLAND. 


A Return of such of the Scorcn Banks issuing Promissory Notes as have 
made Wreek.y Returns of their Circulation, from December, 1840, to June, 
1841, shewing the Proportion of Notes under £5 to those above £5 issued by 
each, as far as the same can be ascertained. 











Proportion of 
Towns. Banks. Notes under £5 
to those above £5. 
Bank of Scotland . 2 tol. 
Royal Bank of Scotland . Not distinguished. 
British Linen Company .. 5 to 3. 
Edinburgh Commercial Bank of Scotland. 3 tol. 
National Bank of Scotland . 2 to 1. 
Sir William Forbes & Co. ................-| Not distinguished. 
Edinburgh and Leith Bank . cosccccccs| S001. 
Aberdeen Banking Company . — 2 tol. 
Aberdeen .. Aberdeen Town and County Banking Company 2 tol. 
North of Scotland Banking neeiepegtn 2 tol. 
Arbroath ....| Arbroath Bank . -++++| Not distinguished. 
Ayr Bank (Hunter & Co.). + eseeeeeeee| Not distinguished. 
Ayr veeeee $A : ee corey cocccccce| Zt0 1, 
Dumfries .... Sretem Bonk Scotland . evccccece| 2001. 
Dundee Banking  - + ++eeeees| Not distinguished. 
Dundee .... Dundee Union Bank. . on eceheosaeok anne 
Eastern Bank of Scotland .............. .-| Not distinguished. 
Glasgow and Ship Banking Company «. -| 2tol. 
Western Bank of Scotland . coovce| StoR 
Glasgow.... Glasgow Union Banking Company .. «e-| 2to1. 
Clydesdale Banking Company .. ccccccce] SOO 1. 
City of Glasgow Banking Company 6 to 5 
Greenock Bank seccceccces| Sto l. 
Gromnock .. ; Renfrewshire Banking Company «. oo nekd oeienes Not distinguished. 
Inverness ....| Caledonian Banking Company .. cooctee| SOR. 
Leith ........| Leith Banking Company . .-+| Not distinguished. 
Paisley ......| Paisley Commercial Banking Company . 5 to 1. 
Perth § Perth Banking Company .. wpe -.++| Not distinguished, 
* **** 2] Central Bank of Scotland. . cvccesecce! $401. 





JOHN THORNTON. 
Stamps and Taxes, 18th August, 1841. 





Nort.—The above Officiat Return affords a fair estimate of the general propor- 
tions existing between the Notes above and those under £5, in circulation in Scot- 
land. Ina previous Return of the same kind, the proportion of Notes under £5 
was much larger ; for instance, those of the Royal Bank of Scotland were as 5 to 2, 
and those of the Commercial Bank of Scotland as 9 to 1; but the above may be 
taken as a general view of the Scotch Circulation, subject only to slight modifications 
according to the seasons, and the consequent demand for Banking accommodation in 
different districts of the country. 
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NOTE EXCHANGES IN SCOTLAND. 


The Scotch currency has acquired the confidence of the country 
in a great degree, from the excellent system of “ exchanges” estab- 
lished between the several banks, and which effectually prevents 
any over issue, It was br a in 1752 by the Bank o Rcotland 
and the Royal Bank ; but has since been much improved, and is 
now conducted according to the following regulations, which will 
be found in the “ Appendix to the Report on Banks of Issue, 
1841.” 

Regulations for Settling the Exchange of Notes at Edinburgh. 

““1.—The exchanges shall continue to be settled twice a week, 
on Tuesdays and Fridays, and for Glasgow on Wednesdays and 
Saturdays, the notice of the amount and description of notes 
held, to be given by the respective banks at half-past nine a.m., 
and the balances to be paid before one o’clock of the same day. 

“‘1I.—The payments shall be made in Exchequer bills, Bank 
of England notes of the value of £100 or upwards, or gold, at 
the option of the payer ; it being understood that Bank of England 
notes shall only beemployed to pay the fractional parts of £1,000. 

“ II1I1.—The Exchequer bills shall be filled up in favour of 
the bank who may be the original holders, and shall bear the 
distinguishing mark of “ Edinburgh Exchange Bill,’ showing 
that they belong to the Edinburgh exchanges, and are not in- 
tended to be used for any other purpose, and shall be received 
or paid at par, with the interest that may be due when the 
transfer takes place. 

“1V.—The amount of Exchequer bills to be kept in the 
circle is fixed at £400,000, to be apportioned as follows :— 


Bank of Scotland £63,000 
Royal Bank .. i ax is 62,000 
British Linen Company at 50,000 
Sir William Forbes & Co. .. ‘e 50,000 
Commercial Bank .. aie a 50,000 
National Bank. . ae “a en 50,000 
Leith Bank .. ‘is - es 15,000 
Glasgow Union Bank wa a 35,000 
Western Bank - 25,000 


and each bank so to arrange their transactions, as to maintain 
their quota in the circle at all times. 

“ V.—The Exchequer bills to be of the value of one thousand 
pounds each. 

“ VI.—The amount of Exchequer bills held by each bank, 
shall be stated every exchange day, in the clearing-room. 

“ VII.—As the Exchequer bills may be expected to accu- 
mulate with some of the banks, and to be wanted occasionally by 
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others, it shall be imperative on the parties so situated to sell 
or buy Exchequer bills; that is to say, the party holding the 
greatest amount of Exchequer bills shall be bound to sell to the 
party in want of them, what may be required for the legitimate 
purposes of the exchanges, but it shall not be imperative on that 
party to sell a greater amount than what will reduce their stock 
to the original quota; and the purchaser shall be bound to take 
the bills from those parties having the greatest amount of them 
beyond their respective original quota. 

“VIII.—Interest shall be paid for eight days, equal at present to 
1s. per cent., upon the purchase and sale of Exchequer bills, from 
the banks, by a draft on London at five days’ date, the purchaser 
also paying the stamp. 

“1X.—The bills put into circulation are to be nearly of the 
same date, so far as is consistent with these regulations, and to be 
sent up for exchange before due, and new ones are to be provided of 
a later date, so as to keep up the stock in the circle ; and no adver- 
tised bills are to be used in the exchanges. 

* X.—The Exchequer bills, within a week after the govern- 
ment notice appears in the Gazette, are to be given up to the 
original holders, upon receiving other bills not advertised ; failing 
which, a draft on London, Bank of England notes or gold, at 
the option of the holder of the advertised bills. 

“ XI.—The seventh regulation will tend, in a great degree to 
equalise the amount of Exchequer bills among the different banks, 
but if Exchequer bills shall nevertheless accumulate in the 
hands of a party so as to exceed their original quota by more 
than one-third, they shall have the power to call upon the party 
holding the smallest amount to purchase the excess ; that is to 
say, the excess above their quota plus one-third. But it shall 
not be imperative on any party to take more than is required to 
bring up their stock to two-thirds of the original amount. In 
this way the fluctuation in the amount of Exchequer bills among 
the different banks, which is an essential part of this arrangement, 
need never permanently exceed one-third more, and one-third 
less than the original quota of each ; the terms of purchase to be 
the same as in the eighth article. 

“ X1II.—The exchanges are to be made at the Bank of Scot- 
land and Royal Bank alternately, who reciprocally undertake 
to pay to those banks who are creditors in the exchange, the 
Exchequer bills, bills of exchange, Bank of England notes or 
gold, received from those banks who are debtors in the exchange. 
But the Bank of Scotland and the Royal Bank shall not, nor 
shall either of them, be in any way responsible for the exchange 
transactions or otherwise soever. 

“ XIII,—The statement of balances, after they are struck, to 
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be sent to the respective banks from the clearing-room by the 
clerks; and the clerks of the banks creditors to be in waiting, to 
receive the amount due to them, at twelve o’clock. The British 
Linen Company shall send to the Bank of Scotland and Royal 
Bank alternately, a statement of their exchange transactions, signed 
by the manager. The clerk to bring over Exchequer bills, Bank 
of England notes or gold, for payment of any balance that may 
be due by them, and to receive Exchequer bills, Bank of England 
notes or gold, for such balances as may be due to them on the 
day’s transactions. 

« XIV.—Any bank, party to this agreement, to have the power 
of withdrawing from it, and receiving back their Exchequer bills 
at par, upon giving three months’ notice. 

“From this system of exchanging, the solidity of the Scottish 
banks derives considerable support. Each bank operates as a 
check upon its neighbour, inasmuch as any excess of circulation 
is subject to immediate observation and correction, by reason of 
the notes so over-issued appearing at the exchange within four 
days at the latest ; and unless the public themselves were parties to 
the conspiracy, by retaining bank notes in their possession,—which 
it is not very likely they would, so long as they could be getting in- 
terest for them,—it is morally impossible that there could exist, 
as has been imagined, a general understanding among the banks 
in Scotland to issue as much paper money as they chose, not- 
withstanding this check. Interested parties in England, being 
chiefly those connected with that monopolizing old lady the Bank 
of England, express it as their opinion, upon every given occa- 
sion, that, notwithstanding this system of exchanging notes, the 
banks in Scotland may over-issue at any time they chose, yet, if 
we may be permitted to judge from published evidence, most of 
those parties speak very much at random upon this, to us, impor- 
tant subject. Take, for instance, the following :— 

“ Have they not established an extensive system of check, by 
exchanging each other’s notes?—G. W. Norman: There is a 
system, I believe, in Scotland, but I know very little about it. 

“Do you conceive that affords any security against over- 
issues? No, I do not.” [Evidence before Select Committee, 
1840, p. 175.] 

Here is a very conscientious witness indeed! He condemns 
a system which he a minute or two before confessed he knew 
“very little about.” The desire, however, of obtaining that much 
wished for object “ one bank of issue for the kingdom,” is so in- 
tense, that those connected with the Bank of England seem 
always glad to get an opportunity, by whatever means, of having 
a slap at the Scottish banks and their circulation. But wherefore 
all this fuss about the country banks issuing to excess? Such a 
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course of procedure, they know well, would only recoil on them- 
selves; it is not for their interest to over-issue—it is by no means 
a profitable speculation, when there are so many banks throughout 
the country to return their notes upon them, but would, no doubt, 
be exceedingly profitable to a bank if that bank were the only 
one of issue for the kingdom. 

“ Several of the banks in Edinburgh are agents for Scottish 
provincial banks, and consequently retire their notes. 

“Those agencies are at present as follows :—The Royal for 
the Aberdeen Banking Co., Aberdeen Town and County Bank, 
Ayrshire Banking Co., and Dundee Union Bank ; the Commer- 
cial for the Arbroath Banking Co., Central Bank of Scotland, 
North of Scotland Banking Co., and Paisley Commercial Banking 
Co. ; Union Bank of Scotland, for Perth, Dundee, and Caledonian, 
and the Western Bank for the City of Glasgow Bank. The other 

rovincial Banking houses have their own branches in Edinburgh. 
fn addition, some of the Scottish banks are agents for English 
provincial banks, whose notes they retire, and which in conse- 

uence pass current in all parts of Scotland. They are :—The 
British Linen Co., for the Carlisle and Cumberland Banking Co. ; 
the Commercial, for the Carlisle City and District Bank, Carlisle. 
None of the other English provincial banks have agents in Edin- 
burgh for this purpose. Their notes, however, are generally paid 
on presentation to any of the banks in Scotland, under a deduc- 
tion of one-fourth per cent. on those payable in London, and 
one-half per cent. on those not payable there.” [See the Scottish 
Banker, by W. H. Logan.] 


— lame 








EFFECTS OF THE BANK OF IRELAND’S PRIVILEGES. 


In commenting on the present state of “ Banking in Ireland,” 
in the previous volume of the Bankers’ Magazine, we showed 
that the chief, if not the only subject of complaint with reference 
to the banking system of that country was against the existing 
provisions of the Bank of Ireland Charter. We bore testimony 
at the time to the advantages which Ireland had derived from the 
establishment of the Bank; and we are sure that its affairs are 
managed by able and intelligent officers. The evil complained 
of is, that enactments, which might be very just and salutary at 
the time the bank was first established, have not been modified 
from time to time, so as to render them consistent with the pro- 
gress of banking and commerce, and suitable to the present state 
of the country. The trade of Dublin, and of the populous dis- 
trict comprised within the circle of fifty miles around, within 
which district the Bank of Ireland has virtually the sole privilege 











PRIVILEGES OF THE BANK OF IRELAND, 421 


of banking, is not sufficiently accommodated by the bank ; and 
the provisions of its Chetan revent other banks affording the 
assistance that is required. «Until recently the Bank of Ireland 
confined its operations almost entirely to Dublin, nay, at one time 
to so narrow a circle that they would not discount a bill for parties 
outside the circular road of Dublin. English readers will be sur- 
prised to learn that whole counties (within the prescribed circle 
of fifty miles), rich in agricultural and mining resources, were, until 
the last two years, without a single bank. Merchants and traders 
were, in many instances, driven to send their bills for discount to 
distant points outside the circle, at an expense and inconvenience 
which one neutralized the benefit, and of course accommodation 
so obtained was liable to uncertainty, independent of its other 
disadvantages. ‘The National Bank attempted to invade the pre- 
scribed limit at some points by opening branches, at which it 
issued the notes of the Bank of Ireland, but it was not permitted 
long to enjoy this advantage, and was required by the Bank of 
Ireland to withdraw.” (See Bankers’ Magazine, vol. 1, p. 336.) 
These are stated as the disadvantages under which the merchant 
and trader have laboured, in consequence of the Bank’s monopoly. 
In the evidence of Mr. Robert Murray, the Agent in Dublin, and 
Inspector of the branches of the Provincial Bank of Ireland, given 
before the Committee on Banks of Issue, in 1841, we have the 
following detailed account of the manner in which the same 
cause has affected banking in Ireland generally. 


Rosert Murray, Esa. On THE BANK OF IRELAND CHARTER. 


** Will you state what practical inconvenience, in your opinion, 
exists in consequence of the privileges granted to the Bank of 
Ireland, both as regards you as a banker, and also as regards the 
public ?—There is very considerable inconvenience ; the Provincial 
Bank is not only prohibited by law from being a bank of issue in 
Dublin, or within 50 miles of it, but it is also prohibited from 
transacting any banking business, holding cash, keeping accounts, 
receiving deposits, and transacting even its own exchange business ; 
I cannot draw a bill in Dublin, I cannot accept a bill, not even a 
bill at three days’ sight ; there is no act whatever that a banker 
can do that we are not prohibited from doing, excepting the mere 
management of our agency business ; and those restrictions impose 
the greatest possible inconvenience upon an institution ng 
on all the business of a bank beyond fifty miles of Dublin, and 
prohibited from performing any of those functions within the 
fifty miles or in Dublin, and also on its customers, as a consequence. 

“What expedient ‘do you resort to to obviate those incon- 
veniences which the restrictions occasion ?—We do not resort to 
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any expedient in Dublin to obviate those inconveniences; we 
lend money occasionally at short notice, but we do not exercise 
the functions of a bank. 

** Suppose a merchant in Dublin wishes to pay in Drogheda a 
sum of money, are you able to pay that for him ?—I cannot do 
so, as the agent of the Provincial Bank. 

“ Does not that interrupt the commercial transactions of capital 
generally ?—It very much interrupts them. 

“ Do you see any immediate inconvenience likely to arise from 
removing those restrictions in regard to the amount of currency 
that would be issued ?—Not if the bank companies which have 
been formed, or which might be formed, under the law as it at 
present stands, were required to publish their issues and their 
reserve of gold. 

“Do you mean that several Joint Stock Bank companies should 
be allowed to issue and transact the banking business in Dublin, in 
the same manner as they do in Belfast and other parts ?—I do. 

* Are you well acquainted with the system of Tanking estab- 
lished in Edinburgh ?—I am. 

“ Do you think the establishment of a similar system in Dublin 
and Ireland to that which exists in Edinburgh and other parts of 
Scotland would obviate the inconvenience which is found in trans- 
acting the commercial affairs of the country in Dublin, under the 
present arrangement ?—I do think that it would be a great advan- 
tage to the country, and also remove the difficulties that at pre- 
sent stand in the way of the banking companies in Ireland. 

“You are aware of the periods of exchange between the dif- 
ferent banks in Edinburgh, and also between their branches as 
now established ?—I am. 

“If the same system was carried out in Dublin, would not 
that be a check against any over-issue that any of the banks in 
Ireland might be disposed to make ?—I consider it the best 
check that can be established for that purpose, and that it is a 
very effectual one. 

“ At present the Bank of Ireland is able to keep in circulation 
about £3,000,000 ; do you consider that four or five joint stock 
companies, being banks of issue in Dublin, could keep out an 
amount of paper equal to that ?—Nothing like it; under proper 
regulations the issue would not increase. 

“Ts it your opinion that the establishment of Joint Stock 
Banks, competing in Dublin, as in Edinburgh, would be a com- 
plete check against excessive issue by either, and also a good 
check against a general increase ?—I do, and also be of use to 
the Bank of Ireland itself. 

“ Would not the establishment of those banks be, as regards 
remittances and the general transactions of the country, of great 
advantage ?—It would, undoubtedly. 
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“ Do you speak as to a matter of economy in the charge, or 
facility of transaction ?—As to both, particularly as to facility of 
transacting business. 

“Ts it your opinion that either of the banks in the north of 
Ireland, where they are in competition, can issue any amount of 
paper for any considerable time, beyond what the immediate 
wants of the trade require ?—I do not think they can keep out 
an issue for any length of time, beyond what the trade of the 
country requires. 

“What prevents each bank issuing to the full extent of their 
desire, in discounts or in loans ?—The numerous banks estab- 
lished there, and the rapidity with which their notes are returned 
upon them. 

“ What is it that causes the immediate return of the notes 
so issued ?—The system of exchanges between the banks, and 
the activity of the district altogether ; the circulation in the north 
of Ireland remains out a very short time. 

From your own knowledge, can you state the number of days 
on an average that your circulation remains out ?—I have never 
made a calculation as to that, but I know from the amount of it 
that it is limited, and remains out a short time only. 

“Do Joint Stock Banks in Ireland allow interest ?—They do. 

“Does not the allowance of interest induce almost every 
individual where banks exist, to pay in, as speedily as possible, 
all they can spare of money they have in hand ?—There is not a 
doubt of it. 

“The Bank of Ireland does not pay any interest on deposits ? 
—It does not. 

“ Does not that within the limits of fifty miles tend to keep 
out a certain amount of paper, and to lead to greater irregularities 
as to the amount of paper than possibly would take place if there 
were more banks existing paying interest on deposits ?—I think 
it does, because there is no inducement now to pay it into an 
account. 

“Tf, therefore, banking in Ireland was open and free, subject 
to publication monthly or weekly, and the issues subject to daily 
or weekly exchanges, do you see any possible risk of an excess 
of circulation ?>—I do not. 

“Ts it your opinion that irregularity of issue is more likely to 
take place under the present system of the Bank of Ireland, pro- 
vided the Board of Directors were at any time incautious or 
disposed to speculate ?—Upon the supposition that the Directors 
of the Bank of Ireland were either incautious or disposed to 
speculate, much greater risk exists at present to an over-issue 
within fifty miles of Dublin, than there would be if the trade 
were perfectly free. 

“ Supposing that the Bank of Ireland Directors, and other 
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Joint Stock Banks, were in the state of freedom supposed, and that 
they were equally incautious or disposed to speculate, is it your 
opinion that they would have the power of materially increasing 
the circulation ?—Not with the system of exchanges which exists 
beyond the fifty miles of Dublin, or in Edinburgh as regards 
Scotland. 

“Then, is there any better check that you could propose 
against excessive issues of paper than the exchanges, as now 
existing in Scotland ?—None whatever; and they are nearly 
similar to the exchanges in Ireland, beyond fifty miles of Dublin. 











LAW OF THE CIRCULATION IN IRELAND. 


In the evidence taken before the Committee on Banks of Issue, 
1841, Mr. Gilbart gave the following clear and interesting ac- 
count of the manner in which the circulation in Jreland is 
regulated by the natural wants of the trade of the country.. The 
great advantages and convenience of the small note currency to 
the provision trade in Ireland, is also satisfactorily shewn in the 
following statement : 


J. W. GILBART, Esa., ON THE IRISH CURRENCY. 

“ T have told the Committee that I was formerly manager of 
a joint stock bank of issue in Ireland, and I have attempted to 
discover the laws which regulate the circulation of that country, 
by ascertaining the highest and lowest amount of the circulation 
in each year. This, which I have in my hand, is a table, showing 
the circulation of the Bank of Ireland (including branches), the 
separate circulation of the branches alone, and the circulation of 
the Irish joint stock and private banks, on the last Saturday of 
April, August, and December of the years 1834 to 1839. It will 
be observed that those periods are the same as those which I have 
referred to in the circulation of the English country banks. The 
law of circulation appears to be different, but they agree pretty 
nearly in this, that the lowest point of circulation is the latter 
end of August ; but the highest point of circulation in Ireland is 
generally the end of December, or the beginning of January, and 
from December or the beginning of January, it declines; so that 
the country circulation of England is advancing eight months 
and declining four; but the circulation of Ireland is advancing 
four months and declining eight. 

From whence is this table compiled?—From Appendix, 
Nos. 32 and 33. This table shows that the circulation of Dublin 
does not vary much ; it shows that the circulation of the branches 
of the Bank of Ireland varies more; and that the circulation of 
the joint stock and private banks in Ireland varies considerably 
more. 
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A TABLE showing the Circulation of the Bank of Ireland (including 
Branches) ; the Circulation of the 
of the Irish Joint Stock and Private Banks, on the last Saturday of April, 
August, and December, of the Years 1834 to 1839. 


I.—BANK OF IRELAND AND BRANCHES. 


ranches alone ; and the Circulation 



























































1834. 1835. 1836. 1837. 1838. 1839. 
£ £ £ £ £ £ 
April - | 3,922,300 | 3,798,500 | 3,614,100 | 3,332,300 | 3,398,400 | 3,536,400 
August | 3,452,800 | 3,198,700 | 3,133,500 | 2,921,600 | 3,055,800 | 2,981,800 
Dec. - | 3,926,800 | 3,574,200 | 3,481,100 | 3,265,700 | 3,474,500 | 3,192,200 
II.—BRANCHES OF THE BANK OF IRELAND. 
April - - 1,357,600 | 1,572,000 
August ?| No separate account kept at this time. 1,056,200] 1,257,600 | 1,211,900 
Dec. | | 1,342,300| 1,695,600 | 1,464,000 
IlI.—JOINT STOCK AND PRIVATE BANKS. 
April - | 1,386,165 | 1,517,648 | 2,083,431 | 1,798,724 | 2,366,774 | 2,588,377 
August | 1,140,654 | 1,264,572 | 1,928,900 | 1,480,240 | 1,881,906 | 1,982,122 
Dec. - | 1,666,269 | 1,959,542 /*1,787,586 | 2,204,286 | 2,972,034 | 2,629,205 
* The 


Agricultural and Commercial Bank of Ireland stopped payment in Decem- 
ber, 1836, and this brought on a run for gold upon the other banks. Hence the 
circulation of notes became reduced at the end of this year. 


It will be observed, that in the year of the joint stock banks, 
1836, there was a departure from the law, which usually increases 
the Irish circulation very rapidly between the months of August 
and December; for in 1836 the Agricultural and Commercial 
Bank of Ireland stopped payment; that brought on a drain 
for gold upon the other banks, and thus the circulation of those 
banks became reduced at the end of 1836. This is the only 
year in which there is not a very considerable increase in the 
circulation of the joint stock banks of Ireland between August 
and December. 

To what do you attribute this uniform increase of the Irish 
circulation towards December ?—I attribute it to the trade in 
corn and bacon and cattle, which commences in the months of 
September and October in every year ; the produce of the harvest 
commences to be brought to market in September; but the 
bacon is made in the beginning of October; the bacon must be 
made in cold weather, and therefore pigs are reared so as to be 
fit for killing by the Ist of October; and in the beginning of 
October the provision merchants send out their men to purchase 
pigs at the different markets, and they get notes from the bank ; 
the cattle trade is conducted in the same way; men go to the 
market to buy pigs and cattle, and take them over to Bristol and 
Liverpool, but chiefly to Bristol, from the part where I was; 
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now those notes are chiefly issued in three ways during the 
summer, the merchants having their capital unemployed, lodged 
it as deposits in the bank ; then when the season for trade com- 
menced, they drew out their deposits, in the form of notes, after- 
wards; they brought us bills upon their factors in London, and 
our notes were issued in discounting those bills which they had 
drawn against the exportations of bacon and cattle; the dealers 
took their pigs and cattle over to Bristol, and sold them in the 
various markets and fairs in the west of England, and received 
the notes which were circulating in that district, and took them 
to Mr. Stuckey, and got a letter of credit upon me, payable on 
demand, for the amount; so that our notes were issued, in the 
first place, by the withdrawal of deposits; secondly, for the dis- 
counting of bills in London, drawn against the exports which 
were made; and thirdly, for the payment of letters of credit 
which had been obtained by the parties who had sold Irish cattle 
in the English markets ; the notes, were, therefore, drawn out by 
the trade of the country, and of course it was not in our power 
to withhold issuing those notes, unless we wished to cramp the 
trade of the country. 








EVIDENCE AGAINST SUPPRESSING THE SMALL NOTE 
CURRENCY IN IRELAND. 


The following very excellent summary of the evidence given 
before the two Houses of Parliament on this point, is taken from 
Mr. Gilbart’s History of Banking in Ireland. The particular evils 
anticipated from any change of the currency are specified under 
the following heads :— 


“1. Small currency is necessary to carry on the commercial 
transactions of the country. 


Joun AcHEson Smitu, Esa., Agent for the Belfust Bank. 


“In Lancashire, I believe all the raw material is bought in large parcels, 
and by bills. In Ireland, the raw material is all bought in small parcels, and 
all in small notes. In Lancashire, there is only cash wanted to pay the work- 
men but we want it both to pay the workmen and to buy the raw material. 
The provision and grain that we send to England are also bought in small 
notes, and we are reimbursed by drawing bills for our shipments.”—Com. 
Report, p. 77. 


Prerce Manony, Esa., Solicitor to the Provincial Bank of Ireland. 


“If the banks were prevented issuing notes under the amount of £5, would 
any inconveniences arise in conducting the trade of the South of Ireland?— 
The trade of Ireland generally, and especially in the South of Treland, would 
be greatly inconvenienced, and the growth of manufactures would be decidedly 
checked, if not destroyed by such a measure. From the great sub-division of 
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land in Ireland, and particularly in the South and West (where the population 
is almost exclusively agricultural) the produce is disposed of in small portions 
scarcely ever representing £5, and almost wed odie: ~ under that amount. I 
am of opinion, that the withdrawal of all notes under that amount would have 
the effect of curtailing the accommodation the banks now afford to the public 
to a ruinous extent ; and that the trade of the country under such circum- 
stances would not afford profitable employment for banking capital to any 
extent ; and therefore I should anticipate the withdrawal of such establishments, 
except perhaps at Cork and Belfast. In the South and West of Ireland, from 
the nature of the provision and corn trade, the chief demand for notes or for 
gold commences in October, and continues until March, when that trade is 
nearly over for the season. From March until October the butter trade is 
almost the only one in the South and West of Ireland; and as that trade 
would not employ all the capital that is required in the winter season, the 
effect would be, if sovereigns were substituted for small notes, that the extra 
supply —— for the corn, beef, and pork trade, must remain idle in the 
banker’s chest, or be remitted at great risk and expense for employment else- 
where during the summer and autumn. 

** Do you think if a metallic circulation was adopted that there would be 
a difficulty in maintaining that metallic circulation ?—I do; because the trade 
in the South and West of Ireland is periodical; the remittances from those 
districts of Ireland would force the gold away at certain periods, and it must 
be returned at others, with considerable expense, to meet the trade of the 
country.”—Com. Report, pp. 250, 251. 


2. A gold currency would be more inconvenient than notes, 
and would not be so well liked by the people. 


Leonarp Doss, Esa., Agent for the Northern Banking Company. 


“Do the people of the North of Ireland manifest any wish for gold in pre- 
ference to notes, or for notes in preference to gold?—They decidedly prefer 
notes, and the weavers have refused to carry gold out of the market lately. 

“* Can you assign any reason for this preference ?—There are many reasons 
that I could assign. The bank notes are now the established currency; the 

ple are perfectly acquainted with them. If a man should lose notes, or a 

ouse be robbed, or if there is a forgery, it would be much better for them to 
trace notes than it would — I have often assisted poor people in tracing 
notes that were robbed, and forged notes, whereas the gold could not be traced 
so readily. Another reason 1 would give is this, guineas became light, and 
were troublesome to the people. When standing beam there was a = 
charged, and when lighter than standing beam two shillings and sixpence ; an 
when gold was scarce, and bank notes not a legal tender, the land agents re- 
fused to take any thing but gold, the tenants were obliged to pay from one to 
four shillings on a guinea, discount. Some agents would only take gold.”— 


Com. Report, p. 243. 
J. A. Smyru, Esa., Linen Merchant, and Agent for the Belfast Bank. 


“Tam in the habit of employing my linen buyers to go to the country 
markets, and I must supply them with a week’s money before they start, per- 
haps five hundred or a thousand pounds ; they have to go through the interior 
of the country, and do not return for a week. They make their purchases all 
in small quantities, and it is more convenient for them to carry notes than 
gold.”—Lords’ Report, p. 7. 

Artuur Guingss, Esa., Director of the Bank of Ireland. 
“TI conceive that with the persons who handle the circulation of the country 


there is a decided preference in favour of small notes over cash in every respect. - 
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I speak from my own experience ; for I remember perfectly well, before the 
restriction upon cash payments, when gold was a great inconvenience in trade. 
I speak of those who handle the currency of the country, among whom I 
think the preference is in favour of the small notes, as more convenient, more 
portable, and less liable to counterfeit. 1 conceive these to form the general 
ground of preference.”—Com. Report, p. 237. 


3. The profits of the banking establishments would be so 
much diminished that they could not extend the same accom- 
modation to the agricultural and commercial classes. 


W. P. Lunnet, Esa., Director of the Bank of Ireland. 


“If the notes under £5 were prohibited, would the profits of the Bank of 
Ireland be materially affected by such prohibition ?—I should expect that they 
would suffer ; they must sacrifice a certain profit. 

“ Have you considered to what extent the profits of other bankers would 
be affected ?—I should expect that the principle circulation of the country 
bankers is in small notes, and therefore in that proportion they would suffer.’” 
—Lords’ Report, p. 108. 

Joun Hotmes Houston, Esa., Banker at Belfast. 


“Tf all the notes under £5 were prohibited to be issued, would it be worth 
while, in your opinion, to keep the establishment of a bank in Belfast ?—I do 
not think it would except by carrying it on in the same manner as it formerly 
was—to keep a discount office, charging a commission on discounting bills, 
because £5 notes would not circulate ; then our circulation would be so trifling 
it would not answer.” —Lords’ Report, p. 35. 


H. A. Dovetas, Esa., Director of the Provincial Bank of Ireland. 


“I consider the cash-account system, and the one pound circulation, so 
connected, that if the notes are withdrawn, it is understood that our establish- 
ment will not grant any further cash-credits. The business which we carry 
on, even if we charged a higher rate of interest, or a commission, would not 
be of sufficient magnitude to repay us for the expense of our establishment, 
independent of our notes. If the issue of small notes be withdrawn, then we 
cannot afford to allow interest on deposits.”—Lords’ Report, pp. 24, 26, 27. 


4. The abolition of small notes would prevent the investment 
of British capital in the present banking establishments. 
T. S. Rice, Esa., M.P., (now Lord Monteagle). 


“Ts it your opinion, that if all notes under £5 were abolished, a consi- 
derable inconvenience would arise in the ordinary traffic in Ireland ?—I con- 
ceive that it would. I conceive that the first effect of the extinction of all 
notes below £5 would be a much more considerable diminution of the general 
mass of the circulating medium in Ireland than in England. 

“T fear extremely that if anything were to occur which materially dimin- 
ished the profits of our establishment, it would have the effect of depriving us 
of one of the chief benefits of the establishment, namely, the support and 
controul of British capitalists, and conducting the bank by British merchants, 
and upon Bristish commercial principles. I conceive a rate of profit, rather 
higher than the average rate of profits, is essential to induce persons so cireum- 
stanced to engage in such a business, more particularly when it is considered 
that there is So lanitation of responsibility by the grant of charters.” — Lords’ 
Report, pp. 47, 51. 


5. The gold currency would be sent out of the country, 
whenever it bore a premium in England. 
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Henry H. Hunt, Ese., Local Director of the Provincial Bank of Ireland, 
at Waterford. 

** What do you think would be the consequence of a law which prohibited 
the issue of notes below £5, both by the Bank of Ireland, and by any other 
banking establishment in Ireland ?—I should think it would be very hazardous 
indeed : I should very much apprehend that the gold circulation would at times 
be withdrawn in a very great degree from the country, whenever gold was 
wanted in London; for instance, A SMALL PREMIUM UPON A SOVEREIGN 
WOULD INDUCE A VAST QUANTITY OF THEM TO BE BROUGHT OUT OF 
IRELAND. 

“* Have you ever known instances of quantities of gold being brought over 
from Ireland to this country, aud persons making a regular traffic of it?—I 
have.””—Commons’ Report, pp. 73, 74. 


6. The proposed measure would cause general distress, and 
prevent the progress of enterprize. 


Joun Rosinson Pim, Ese., General Merchant in Dublin. 


“* The very idea of curtailing the currency under five pounds, would have 
a tendency to discourage all adventure in Ireland at present. I should not, 
for one, be careful of plaemg money in any kind of machinery till the effect 
was tried. I fancy it would reduce property very much in that country,—and 
sometimes fancies are almost as bad as reality.” —Lords’ Report, p. 19. 








RESOLUTIONS AND REPORTS OF CORPORATE 
BODIES IN SCOTLAND. 


The following very able Reports and Resolutions of various corporate bodies in 
Scotland, contain some of the strongest reasons which can be urged against any inter- 
ference with the currency of that country.—They deserve the most attentive con- 
sideration. 

RESOLUTIONS OF THE MERCHANTS OF EDINBURGH. 

At a general meeting of the Company of Merchants of Edinburgh, held 22nd 
November, 1844, Resolutions were adopted embodying the facts contained in the 
following Report drawn up by a Committee of the Company. 

The commencing paragraphs directed attention to the evidence of the experienced 
and highly respectable gentlemen who were examined before the Committee of both 
Houses of Parliament on Scotch Banking in 1826, most of whom are still alive; 
and to the Report of the Committee themselves.—The import of that evidence may 
be briefly stated as under :— 

«I. That it would be a complete alteration and breaking up of the system. 

‘¢ II. That with the suppression of small notes, cash-credits could not be kept up. 

“TI. That a very large proportion of the Branch Banks, especially those in 
distant and poorer districts, must be withdrawn. 

“‘ TV. That the interest on money deposited in the principal banks, but more 
particularly in branches, must be diminished, or entirely discontinued. 

** V. That the welfare of the country would be largely injured by the crippled means 
possessed by the banks, if a metallic currency is forced upon them in place of the 
One Pound Notes. To oblige the banks to issue gold would entail upon them an 
increased expense, which the public would have to pay in the end, and, by depriving 
the banks of the facilities offered by the small notes, would lessen the means of ac- 
commodation to the extent of about two millions sterling. 

‘“‘ The foregoing may be looked upon as some of the evils which the witnesses 
stated would attend the-suppression of the small note currency, which amounts to’ 
about three-fifths of the aggregate circulation ; and it is this currency, engrafted upon 
the habits of the country for so many years, that it is proposed to interfere with. 
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‘* Having put forward the disadvantages likely to attend any change in our 
currency, it may be proper to state some of the advantages connected with its present 
workings, as detailed by the same witnesses before the same Committees. 

‘* 1. Casu-Crepirs—Are an important element of Scottish Banking. They 
are granted to the landholder, tenant, merchant, shopkeeper, trader, and artisan. 
Their extent and infinite ramifications seem to be wholly unknown out of Scotland. 
By their means the industrious and frugal have risen to fortune and affluence, and with- 
out such aid many could not have begun life, or made any pretensions to commence, 
in any line, however limited. By their means landlords have been enabled to improve 
their estates—tenants to enter upon and improve the property of their landlords— 
and the less wealthy have often been enabled to compete with their richer neighbours. 
At the same time that all classes of the community have been benefited, the banks have 
laid the foundation, by these means, of profitable connections, and the system has 
become interwoven with the wants and the gradually increasing prosperity of the 
country. 

‘* Cash-Credits can, under no circumstances, be looked upon as tending to en- 
courage reckless speculation or over-trading. They are never granted whenever such 
projects are suspected. The interest of the bank is to have many such accounts, 
moderate in extent, sometimes as low as £100, and rarely beyond £1000. It is the 
number a customers and multiplicity of transactions which it is their interest to 


« Cash- Credits are conducive to the preservation of correct’ ‘moral habits. The 
pins is based on that principle ; for no person is allowed to open such an account 
without a thorough investigation into his character and prospects, both by the bank 
and by those proposed as securities for the amount agreed for. Besides, such an 
account would not be continued with one falling into improper courses, it being the 
practice to cancel the arrangement on such circumstances being known. 

‘* Cash-Credits are the offspring of a poor country. They are, without doubt, part 
of an artificial system, but it is one that has been the parent of much benefit to 
Scotland, and the abrogation of it will create alarm and consternation from one end 
of the country to the other. There is scarcely a family that will- not feel it, whether 
landlord, tenant, merchant, or mechanic ; wide-spread distress and ruin will follow 
in consequence. In this highly important department of our system about seven 
millions sterling are embarked. 

‘* TI. Interest on Deposits.—One other prominent advantage of the present 
system is the banks being enabled to encourage industry and frugality, by allowing 
interest on all monies deposited with them, by which the savings of the people have 
been stimulated for generations before savings banks were known. The banks having 
been so long the medium of collecting these savings, and of lending out the money 
judiciously on Cash-Credits and otherwise, have aided in raising the country from a 
poor and wretched state to its present high position in civilization, industry, morality, 
and solid wealth. 

“ TII. Economy.—The currency of Scotland is most economical, accommodates 
itself to the demands upon it, and by expanding and contracting at little or no cost, 
it is better adapted to the habits and usages of the country than any gold circulation, 
which all classes are suspicious of, and always connect with the idea of inconvenience 
and trouble as well as loss. 

“TV. Securiry.—The ample security by the paid-up capital of the Scottish 
Banks (somewhere about twelve millions sterling), together with the personal security 
of the individual partners, who are liable to the last farthing of their means, gives a 
confidence to their transactions which no other country can boast of; and this for a 
circulation under three millions, guarded also at all times by half a million, and occa- 
sionally nearly one million sterling of exchequer bills, gold, or Bank of England paper, 
appropriated to, and solely used in the exchange of, the notes of the various banks. 
The confidence inspired by this system extends throughout the whole country—bank 
notes circulating as freely in the remotest Highland glens as in the great towns. 
England knows not such a circulation—her banks are truly local, indeed, may almost 
he termed parochial, as the late returns ordered by the Act of Parliament sufficiently 
show. In Scotland they are national, and possess the confidence of the nation. 

“Tt is hoped that the opinions given, and reasons adduced, by the evidence for- 
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merly given of so many practical and well inform2d men, will convince those ‘interested’ 
in the currency of Scotland, that no change should be made, and that the p 

of the country is deeply involved in its continuance and preservation. But, in order 
more fully to show the risk and injury attendant on any interference therewith, let it 
be borne in mind that the amount of monies deposited with the banks in Scotland, 
amount to the enormous sum of twenty-five millions. Any change which shall 
deprive the banks of the means to pay even a small interest on this sum, and risk its 
being thrown loose on Foreign Loans and other wild speculations (for Scotchmen are 
wholly unused to allow money to remain in a bank without any interest at all), will 
militate to a wide extent against the interests of all classes. 

To this evil of twenty-five millions, or even a considerable portion of it, being 
removed from the custody of those so long accustomed to manage it advantageously 
for the country, add the withdrawal of any considerable part of the Seven Millions 
lent on Cash Credits ; and, let it be asked, who can contemplate such a state of 
matters, without apprehending the most disastrous consequences, accompanied with 
wide-spread discontent. 

‘This great command of capital possessed by the Scottish banks has not been the 
source of over-issues. On turning to the statements in the Reports of the two Par- 
liamentary Committees, page 201 of the Lords, and page 7 of the Commons, it will 
be seen that the average in the years noted therein was as follows—for 


1815, 1821, 1823, 1824, and 1825 was 
£3,104,063 £2,902,602 £3,087,624 £3,418,852 #£4,058,655; 
and that the average for the years noted below, extracted from the Gazette, as per 
returns made in terms of the 4th and 5th Victoria, cap. 50, is— 
1841, 1842, 1843, 1844, 
£3,345,246 £2,820,802 £2,724,078 £2 837,106 


It is thus shown, that a decrease has taken place in the circulation, notwithstanding 
an increase in the capital employed in banking ; and in place of 32 banks, the number 
in 1826, there are now (1844) only 20; but the number of branches has doubled 
since 1826, showing that the peculiar principles on which the system is conducted 
have improved, and that while there are greater facilities to accommodate the public, 
there exist at the same time greater opportunities for returning twice a week to the 
issuers, or to rival establishments, for immediate exchange, the notes put into circu- 
lation. Hence a complete check to over-issues, and in practice a reduction. 

‘* Tt has been alleged by a few, who must have been very careless readers of the 
evidence before the House of Lords (which is that more especially alluded to in this 
paper), that the Scotch Banks would only lose some £70,000 per annum, by the 
abolition of the one pound notes. But it is not so much the loss to the banks as the 
benefit to the public, which is the point at issue. That evidence broadly lays down 
this mode of issue as the pivot of the system ; to uproot which would endanger the 
entire fabric, and not only entail the loss of the sum stated, which may be taken as 
the gain derived from the small note circulation, but the cost of procuring a metallic 
currency in its place, leaving it to find its way into our remote and poor districts 
unaided by bank agents. Such a proceeding may, as before adverted to, suit the 
interests of the few who have money, but not those who need it, and who comprise 
the great body of the middle classes. 

‘Tt remains to be shewn that the circulation of Scotland is, in proportion to its 
population, much less than is enjoyed by England and Wales. 


By the return, dated 25th May, 1844, published in the Sey, we 





find the notes issued for England and Wales amount to . .. £30,327,243 
To this sum add gold in circulation ....... piabosamiae 23,672,757 
Total for England and Wales . £54,000,000 


Ditto for Scotland, per Gazette, 22nd. J une, "1844 2,837,101 


= last Census (1841) the ree 4 of ne and 


ales was. «..- 15,906,829 
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‘The population of Scotland may therefore be stated as about one-sixth of that of 
England and Wales; so that to equalize the circulation in the two kingdoms, 
Scotland should have for its share £9,000,000 ; whereas for all purposes it does not 
reach Taree Mivurons! or under one-eighteenth part of what is in operation on 
the other side of the Tweed, in place of one-sixth. It is unnecessary to go further in 
proof of the economical regulation of the currency in Scotland, and how impossible 
it is to charge it justly with excessive issues. 

‘« Enough has been said, it is hoped, to exhibit the great hazard of meddling with 
institutions so deeply rooted as the Scottish system of banking, which has benefited 
all classes, and enriched the country. No necessity is urged for uprooting what is so 
firmly planted,—not even a single plea of expediency is alleged, beyond the desirable- 
ness of bringing the Scottish scheme of circulation into closer conformity with the 
system now introduced into England. No experience of the new English system of 
this current year, 1844, can be adduced as a reason for introducing it into Scotland 
—no series of bad harvests—no panics—no time of war—have as yet tried its efficiency ; 
but at a period when all commercial affairs are proceeding smoothly, moderately, and 
satisfactorily, Scotland is threatened with an experiment, which is enough to dis- 
locate her whole social system. Her banking institutions have stood the test now of 
nearly a century and a half—have encountered rebellions, wars, and panics, unhurt— 
are acknowledged to have contributed in the most essential manner to the internal 
prosperity of the country—have given perfect contentment to the people—and have 
exhibited an endurance and stability, which it is in vain to seek for in the same class 
of institutions elsewhere.” 





RESOLUTIONS OF THE GUILDRY oF EDINBURGH. 


‘* At a meeting of this body, held 22nd October, 1844, Resolutions were unani- 
‘mously adopted deprecating any interference with the currency, for the following 
important reasons :— 

‘* Because, in common with the whole inhabitants of Scotland, this incorporation 
is entirely satisfied with the perfect security of the banks throughout this part of the 
kingdom, and with the admirable manner in which their affairs are conducted,—the 
paid-up capital of the various banks being about twelve millions, whilst the circula- 
tion is only about three millions, and that, checked by exchanges twice a-week, when 
the balance due by any bank in consequence of extra issue must be paid for in Ex- 
chequer Bills, thereby affording to the public full security against any reckless 
over circulation of Bank Notes. This meeting is accordingly most decidedly opposed 
to any legislative interference or innovation on the established habits of the country. 

‘* Because, after such a lengthened trial of the system, it has been found to work 
well for the benefit alike of those engaged in the trade of banking and of the mercan- 
tile and agricultural interests. 

‘* Because, were the Small Note Circulation of the Scotch Banks done away, it 
would completely change their whole arrangements, prevent their giving cash-credits, 

ing interest on deposits, or continuing their branches throughout the country, 
and oblige them to charge a commission on transactions which are now free from that 
burden; thus crippling the energies of all classes, and thereby inflicting a most 
serious loss on this incorporation, composed as it is of individuals connected with the 
various banking and commercial establishments in this city, as well as in other parts 
of the country. 

‘* Because, considering that the Members of the Committees of both Houses of 
Parliament in 1826, although avowed advocates for a metallic currency, were so far 
convinced of the impolicy of any alteration at that time, as to agree unanimously in 
recommending ‘That, as there are sufficient grounds in the experience of the past for 
permitting another trial of the compatibility of a paper circulation in Scotland, with 
a circulation of specie in England, your Committee cannot advise that a law should 
now be passed prohibiting for a period the future issues in Scotland of notes under 
£5,’ this incorporation is humbly of opinion that Scotland has a right to expect, after 
so decided an opinion, that ’ere any change be attempted, another enquiry, equally 
sifting, should be made into the working of the system since 1826, in order to see 
whether there are just grounds (in accordance with the views stated im the previous 
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resolution) for disturbing the existing system merely to make it harmonise with that 
pursued in England and Wales, and that in the face of the difficulty of maintaining a 
specie circulation, as evinced by the scarcity of gold in 1839, which, were small notes 
withdrawn in Scotland and Ireland, and such an emergency to occur again, might 
produce the most alarming consequences.” 





RESOLUTIONS oF THE MERCHANTS OF GLASGOW. 


At a meeting of the ‘‘ Merchants’ House,’’ Glasgow, held 27th January, 1845, 
the following resolutions were adopted :— 

‘That Sir Robert Peel’s bank measures of last session were received and sanc- 
tioned by Parliament, as calculated to remedy certain ascertained evils of the existing 
system in England, and intended to insure steadiness and permanency in the currency 
of the country, as a measure of value; yet it is no arrogance to say that in one of the 
most complicated questions of national polity, the wisdom and adequacy of these mea- 
sures can be proved only by their effects, and years are required for the experiment. 
That while in England these measures seemed to be called for, no such necessity exists 
in Scotland for legislative interference in her banking system, where it has been so welt 
conducted, and held in great esteem by all classes, and been the stimulating and sus- 
taining cause of much of Scotland’s industry and prosperity, nothing short of approved 
defect in the system, ought to warrant legislative interference in a great national in- 
terest, and against a nation’s feelings unanimously expressed in its favour. 

‘That it may be urged as a ground for interference that Scotland being an in- 
tegral part of Great Britain, the monetary systems of England and Scotland ought to 
be assimilated—this may be a good argument in theory, but here facts and experience 
are opposed to interference. The systems of the two countries cannot be proved to 
be incompatible with each other. The Scottish system has not been attended with 
the evils of the English system, and as the country desires no change, legislation is 
therefore both uncalled for and improper. 

‘* That to show the danger of interfering with an interest of such national magni- 
tude, interwoven as it is with the whole system of national industry, it is only neces- 
sary to mention, that the cash credits given by the bank, on a plan peculiar to Scot- 
land, amount to £7,000,000 ; that the banks have the administration of about 
£45,000,000 of money, consisting of £12,000,000 of paid-up capital, of £3,000,000 
of bank notes, and £30,000,000 of money deposited by the public, for which it re- 
ceives interest ; and these £45,000,000 are lent out to the commercial, manufacturing, 
and agricultural classes, thereby -vivifying all the springs of human industry, and pro- 
moting the national wealth. 

‘¢ That if the contemplated measure be to suppress the one pound notes, or to re- 
quire the banks to invest a portion of their capital as a security for their paper circu- 
lation, it will force the banks to remodel their whole system. They must reduce the 
number of their branches, they must withdraw a large portion of their cash accounts, 
they must seek compensation for the loss of their circulation by additional charges on 
their transactions with the public; and the national interests will be made to suffer by 
the withdrawal of that portion of the capitalrepresented by the one pound notes from 
the industrial capital of the country, and all these effects will be produced without 
any countervailing advantages. 

‘* That the paper currency of Scotland combines in an eminent degree security and 
cheapness ; the former from the unlimited responsibility of a large and respectable 
proprietary, and an admirable exchange system, whereby the banks are obliged to pay 
at least weekly for the notes that each may possess of the others ; and the latter re- 
ceives a remarkable confirmation from a comparison of the amount of circulation in 
Scotland with that of England. The circulation of Scotland, as per Gazette, 22d 
June, 1844, was £2,837,101. For England and Wales, as by return 25th May, 
1844—paper, £30,327,243, gold in circulation £23,672,757 ; together £54,000,000. 
The population of England and Wales in 1841 was £15,906,829, and of Scotland 
2,620,610. Now assuming that the monetary system of Scotland were assimilated 
tothat of England, that the requirements of each country were in the ratio of its 
population, it would require a circulating medium of about £9,000,000 to transact 
the business that is now most satisfactorily done with £2,837,101 of paper, and a 
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small amount in gold; and as the former must consist of about one-half in gold, the 
loss to the nation would be incalculable, and the: innovations on the habits and pre- 
judices of the people would be so great that the threatened interference with the ex- 
isting monetary system of Scotland would not be less regarded as a national calamity, 
than it would be viewed as a most unnecessary and uncalled for act of legislation.” 

Resolutions were also pot, affirming that the inequalities which had taken place 
from a disturbance of the ing system in England, afforded no grounds for inter. 
fering with the currency of Scotland; and that the currency there was perfectly con- 
vertible, and in every respect satisfactory. 





County or Forrar RESOLUTIONS. 


At. a General Meeting of the Noblemen, Gentlemen, Freeholders, Commis- 
sioners of Supply, and Justices of the Peace of the county of Forrar, held 
within the County Hall on the 4th of February, 1845, the Report of the special 
Cc ittee appointed at a previous meeting, on lst of October, 1844, and drawn up 
by Mr. Miin, was unanimously adopted, and the thanks of the meeting were pre- 
sented to him, for the very able manner in which it had been prepared. We omit 
the introductory remarks, which affirmed that the present system of currency in 
Scotland was best suited to the habits and industrious pursuits of the people, and beg 
to direct attention to the following 

‘The committee, judging from the sentiments expressed by the Premier, that the 
contemplated alteration is to be of a restrictive character, and the substitution of a 
gold currency for the small notes, are decidedly of opinion that, so far from being 
beneficial to the people, and conducive to the prosperity of Scotland, it would be the 
very reverse, and would therefore be an infringement of one of the Articles of Union. 

“* The avowed object of this restrictive policy is to repress a dangerous spirit of 
speculation, and to prevent excess in the amount of the circulating medium. Now it 
has been proved by statistical experience, and by the evidence of the soundest writers 
on political economy, that speculation, or commercial enterprise of any kind, is not 
caused by any increase in the quantity of convertible paper currency, or repressed by 
any diminution in its quantity. It is entirely governed by the difficulties or facilities 
in commercial credit ; or in other words, by the prudent or imprudent distribution of 
capital; and the same fluctuations which happen now, would occur if the currency 





* were purely metallic. This truth is practically illustrated by the statistical informa- 


tion contained in the able resolutions of the Glasgow Chamber of Commerce, at their 
meeting of 13th September last ; shewing that during the period of commercial and 
agricultural distress, from 1835 to 1839, the amount of the circulation remained 
without any material change. 

‘« In regard to the circulation of small notes in Scotland, it has been argued that 
the whole profit which the banks derive from it is so trifling, as not to have any 
weight in the scale against the policy of substituting a metallic currency in its place. 
But the Committee maintain, that it is not a mere question of banking profit, 
but an important national question. The abolition of small notes, about two 
millions, and the substitution of coin in its place, would produce a contraction of 
mercantile and agricultural credit, equal to the amount of capital which would be 
required to purchase the coin. A contraction of only one or two millions in the 
paper circulation of the Bank of.England, always creates a pressure on the English 
money-market that is” severely felt; and a similar contraction in Scotland, acting 
upon the field of its monied interests, so insignificant in extent, as compared to the 
gigantic interests of the sister kingdom, would be disastrous, if not ruinous. Thus, 
in every point of view, it appears to this committee that any restrictive interference 
with the Scottish system of currency, as now established, would be dangerous, im- 
politic, and uncalled for; and no case has been made out to prove the wisdom or 
necessity of such interference.’’ 
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